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American Embassy, 
No. 1h2 Jidda, February 11, 1954. 


The Embassy of the United States of America presents its 
compliments to the Hoyal Ministry for Foreign Aifeirs of the 
Kingdom of Saudi Arabia and has the honor to invite the atten- 
tion of the Royal Ministry to the question of the retention in 
customs in Jidda of certain official and personel dipments to 
the United States of America Operations Mission to Saudi Arabia, 
The official items contained in these shipments are necessary 
for the execution of technical assistance projects currently 
under way in Saudi 4rabia and are to be utilised exclusively 
for these projects. The personal imports are for the exclusive 
use of personnel of tie United States of america Operations Mission 
to Saudi Arabia, 

In this connection, the Embassy hes been informed by the 
Department of State that all official and personal imports of 
United States of America Operations Missions located in Egypt, 
Iraq, Lebanon and Jordan are immune by agreewent from customs 
duty and enter those countries without inspection, 

The Babassy has also been informed by the Department of 
State that it is not the practice of the United States (overn- 
ment to inspect the personal belongings and imports of non- 
diplomatic personnel attached to the Saudi Arabian Fmbassy in 
Washington or to the Saudi Arabien Consulate in New York, 

~ the Royal Ministry for Foreign Affeirs, 
Kingdom of Saudi Arabia, 
Jidda, 


«2s 


Consequently, the Embassy ventures to hope that the 
Royal Ministry will arrange for the issuance of instructions 
to the appropriate officials of the Ministry of Finance and 
the Customs Department for the re-institution of the procedures 
previously followed by.the Ministry, whereby official and personal 
shipments for the United States of America Operations Mission to 
Saudi Arabia were cleared without inspection, 

Since an appreciable amount of supplies an¢ equipment is 
at present retained in customs, it would be appreciated if 
earliest convenient attention could be given by the Koyal vinistry 
to this request. 

The Embassy avails itself of this opportunity to renew to 


the Royal Ministry the assurances of its highest consideration, 


GJJones/ORNelson/whe 





Dear Paul; 


Enclosed are five copies of the tariff and commodity index, 
This has been published officially in Arabic by the Government. 


Very truly yours, 


John As Dunaway 
Acting U. S, Director of 
Technical 


on in 
Saudi 


"et irra Arabia Branch, NEADS 
5, D. ¢ ui 
Do, 
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MAA AAAAAA AAA AANA AA KARA 
PORRIGN OPERATIONS ADMINISTRATION 
Jidda, Sandi Arabia 
September 19, 1953 
MENGE ANDUM 
10s Mr. John A, Dunaway, Acting U. 5, Director 
for Technical Cooperation in Saudi Arabia 
FROM: Robert B, Kennedy 
Customs & Tariff Adviser 


In reply to your memorandum of September 16th, I wish to advise that 
all of my files with respect to my work have been deposited in the 
central file room in a single location, I trust that they will be of 
benefit to you or any other person who undertakes the task of advising 
the Saudi Government on tariff or custons matters. 


Some of the more important matters under current activity are: 


1, Valuation Problems, Agreement has been reached with the top 
Customs officials as to certain basic ciples to be followed 


in at wo valuation problems, se prineiples should be 
embodied in Customs Regulations and presented to the Minister of 


2, Responsibility for Loss or Damage to Merchandise, Discussions 
with Shaikh Abdul Asiz clearly indicated his dissatisfaction with the 
present practice of placing responsibility for loss or damage for 
merchandise in Customs custody on agents, It is felt, 
however, discussions with the Minister be necessary to bring 
about any positive action on the part of the Saudis in this direction, 


3. Bill of Entry, I have been continually informed by the 
Customs officials that the Bill of Entry is in the process of 
printing in Mecca, It is my opinion that more immediate action 
could be obtained by taking this matter up with higher officials, 


4, Customs Regulations, It has been impossible to have final 


ia 0 ) 


¥ 


issuance and publication of the regulations drafted by the Customs 
officials, My monthly operations reports specified the reasons for 


this opinion, 


customs improvements by reguletion by installments, Above all things, 
we should not at this time give in to pressures to permit the 


more detailed study on Customs Regulations, as well as instituting 


iBkemnody /ajh 





File | 


September 19, 1953 


Agreement was reached with the top Customs officials on « solution 


encountered by the Customs Administration, 
tor 
1372 
rice 
carry his burden of proving value, 


general, the following principles were agreed 


Uli 
Rue 


— 


pn Ay oy: price paid, 

evidence of value, 

blish value to the satisfaction 
necessary for them to determine 


equivalent of the price paid or agreed 


alt i 


unless proven otherwise 


ieiels, 


exact amount not agreed to), 


on his imports which is 


value 
higher ( 

false 

off 


a 
to 25% 
considered 
the Customs 


Penalties can be imposed at any "reasonable time" after sub- 
ssion of the Bill of Entry upon discovery of forged declaration, 
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JADunaway 


RKennedy/djh 
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persvesspnsvooeesvenevoceneveted 
FOREION OPERATIONS ADMINISTRATION 
Jidda, Soudd Arabia 


September 19, 1953 


ng 


Deserintion of Goodg (Deseription to correspond as close 
on panetiie. Wan Oncaea Pie 
in Tariff Ordinance of 1372) 


=2< 


Declaration of Importer (To be signed). 


The Manifest Section receives the Bill of Entry, the sitmy, and the 
invoice and other documentary evidence of . The manifest clerk in- 
serts the number of the Bill of Entry, the date on which it was submitted, 
and the customs post, He then compares the Bill of Entry with the manifest 
and if 


The importer takes the Bill of Entry and all doguments to the Warehouse 
Section, which determines the availability of the merchandise and its con- 
notations on the Bill of Entry, including 


appropriate place, The importer takes the 
Estimation Section, the chief of 
examined and other instructions to 
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weigher will weigh merchandise subject to 
and advise the visitor so that the visitor can 
in the form the gross and net weight, The weigher will be responsible 

other information. Both visitor and 
weigher sign tho Bil) of Entry and the special visitor's form, even though 
information is different. 


The importer takes the Bill of Entry and other documents to the 
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calculated in the Estimation Section, The assessor, checker, and chief 
of the Estimation Section sign in the appropriate places, A Customs 
Release is in the Estimation Section and signed by the person who 
prepares it, number and date of the Customs Release is inserted in 


the appropriate place, 


The importer takes the Bill of Entry and other documents to the 
Director of the Port, who signs the Bill of Entry in the appropriate place 
if he is satisfied with the entries made. He also signs the Customs 

+ The importer takes 
’ 


O ae 





The original to the Accounting Section after it has served 
its purpose with the cashier; 


The second copy is retained by the cashier; 
The third copy to the Manifest Section; 
The fourth copy to the Verificstion and Statistics Seetion, 

The importer takes his copy of the 3111 of Entry, and the original and 
duplicate of the Customs Release, to the warehouse where his goods are 
delivered and the original of the Customs Release retained by the warehouse- 
keeper. The copy of the Customs Release is presented to the gateman at 
the time the goods pass through the gate. 


Complications arising during the course of this procedure are taken 
care of before the next step is undertaken. 


The importer should obtain a receipt from the Port Authority shoving 


port dues have been paid, This is presented to the warehousekeeper at the 
time the importer calls for his goods. 


JADunaway 
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UNITED STATES OF AMERICA Clipe 
TECHNICAL COOPERATION ADMINISTRATION a ie ae | 

American Embassy a 





Jidda, Sandi Arabia 


MEMORANDUM August 15, 1953 


10: Mr, John A, Dunaway, Acting U. S, Director of 
Technical Cooperation in Saudi Arabia 


y) 
FROM: Robert B, Kennedy (20. 
Customs and Tariff Sor 


SUBJECT: Transmittal of Summary Statements on Customs Matters 


Attached hereto is a summary statement on the question of 
responsibility for loss or damage of goods in customs custody at 
the Port of Jidda, and my summary statement on the Customs 
Ordinance proposed by the Customs Committee, Would you kindly 
transmit these to the Saudi Government Liaison Office for transla- 
tion and transmittal, 


Encls - as stated 


0 


Sincerely yours, 


vaty fer 


realy 
Please socopt ny respsets. 


The 
will be 
few 


r. 
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SUMMARY STATEMENT OW 
RESPONSIBILITY FOR MERCHANDISE TN CUSTOMS CUSTODY AT 
PORT OF JIDDA 


uateee Sigh Ba fron ships side to tine 
delivery to const gnes treteles 3, 18 of 
Governvent's agreenent vith soe Oe ala 


Custody ia therefore assuned by Port Authority at tine goods 
leave ship 


Gustody and responsibility are ‘nseparable, 


Port Authority should be responsible for loss or damge from 
saps side St Sn Sumer? + centlone. (See Articles 9 
and 3% of Governnent's agreerent with Port Authority.) 


Agreement between Government Railroad and Customs for operetion 
Dammam Port follows above principles. (See paragraphs 1) and 
la of pape ae ) 


Proposed Customs Ordinance doss not comply with above principles, 
(See Articles 15, 19, and 20,) 


Proposed Customs Regulations do not comply with above principles, 
(See Article 122 of reguletions,) 


7 


Atteched is copy of letter by Mr. J. A, Dunaway on this subject, 


Robert 8, Kennedy 
Cwtoms and Tarif? idvisor 


RBKennedy/4jh 


American “mbassy 
Jidda, Saudi Arabia 


SUMMARY STATEMENT 
ON 
PROPOSED CUSTOMS ORDINANCE 


This is a summery statement of my comments on the Customs Ordinance 


ole 
Provision No, of Tariff 
eo ma 
5 Seetion 209 
% Section 222 
37 Chapter 10 
38 through 62 Sections 219, 220 
63 Section 205 
64, Seetion 210 


in a Royal Deeree, Royal Decrees should be reserved for establishing basie 
tariff and Customs policy which is carried out through more specific 
Ministerial regulations, 


ere reeeeeeens oe Se preeens Customs Ordinance are contrary to 
following table sets forth these 


provisions3 
Provision of Tariff Ordinance 
elm. 

a Section 21, 
22 Seetion 221 
23,3 Ttem 10,02 (3) 
23.D Seetdon 101 
23.0 Ttem 10,02 (A) 
23.H Item 10,02 (D) 
23.0 Title I 
23,0 Chapter 6 
26, First Section 221 
2%, Third B Ttam 10,02 (A) 
26, Fourth Ttam 10,02 (A) 


— : 30 Title I 


3. 


pS 


PH 


& 


Articles 15, 19, and 20 of the proposed Ordinance 


the agreement with the Port Authority in Jidda; to the 
Dammam Pler; and to universally accepted practice, 


Robert, B, Kennedy 
Customs and Tariff Advisor 





Jmortcan Tmbassy 
Jidday Seudi Arable 


MEVORANDUK August 15, 1953 
TO: ir, John A, Dunaway, Acting U. 8, Director of 

Technical Cooperation in Seudi Arabia 
FROM: Robert B, 


Kennedy 
Customs and Teriff Advisor 
SUBJPCT: Trensmittel of Summary Statements on Custons Matters 


Attached hereto is a summary statement on the question of 
responsibility for loss or damare of goods in customs custody at 
the Port of Jidde, and my summary statement on the Customs 
Ordinance by the Customs Committee. Would you kindly 
trananit e to the Saudi Covernment Liaison Office for transla- 
tion and transmittal, 


Enels - as stated 


August 15, 1953 


QO 


SSkS 


Sineerely yours, 








SMMARY STATEMENT On 
RESPONSIBILITY FOR MERCHANDISE IN CUSTOMS CISTODY AT 
PORT OF JIDDA 


Port Authority required to handle goods fron ships side to tine 


Gustody ig therefore assumed by Port juthority at time goods 
leave ship. ¥ . 


Custody and responsibility are inseparable, 


Fert eeoaley (nts be ppevenetine fiw love v5 oon o> 
ships side to time of delivery to consignee. (See cles 9 
and 3% of Government's agreement with Pert tuthority,) 


Agreement between Government Railroad and Custom for operetion 
of Dammam Port follows above principles, (See paragraphs 1) and 
12 of agresvent.) 


Proposed Customs Ordinance doos not comply with ebove principles, 
(See Articles 15, 19, and 20,) 


Proposed Customs Regulations do not comply with above principles, 
(See Article 122 of regulations.) 


Attached is copy of letter by Mr. J, A, Dunaway on thie subject, 
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SUMMARY STATEMENT 


On 
PROPOSED CUSTOMS CROINANGE 


Seetion 209 


4 


Section 219 


Seotion 213 


Seetion 211 


Seetion 215 


Seotion 213 


Seetion 215 


U 


Tariff Ordinance 


Provision No, of 


Ceetien 209 


Seetion 222 


Chapter 10 


Sections 219, 220 


Section 205 


Seetion 210 


ced Customs Ordinance are 


The 


following table sete forth 


Seme provisions of the pro 


the Tariff Ordinance of 1972. 


Ttem 10,02 (3) 
Seotion 102 


23,0 


Teem 10,02 (A) 
Tem 10,02 (D) 
Title I 


23H 


23.) 


Chapter 6 


Seetion 22) 


26, Piret 
2%, Third B 
26, Fourth 


Team 10,02 (A) 
Ttam 10,02 (A) 
TMtle I 


(Mbacgandy / i je 


Sey iAH 2 i 3! 


Robert B, Kennedy 


Customs and Tariff Advisor 
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American 
Jidda, Saudi Ara 
MENORANDUY sugust 15, 1953 
TOs Be Sie he iis Seas 3. 6 renee ot 
‘echnical Cooperation in Seudi Arabia 
FROM: Robert 5, Kennedy 
Customs and Teriff Advisor 


SUBJECT: Trensmittal of Summary Statements on Custons Natters 


Attached hereto is a summary statement on the question of 
responsibility for lose or damave of goods in customs custody at 
the Fort of Jidda, and my summary statement on the Custons 
Ordinance proposed by the Customs Comittee, Yould you kindly 
tranandt these to the Saudi Covernment Idaison Office for transla 
tion and transmittal, 


Pnels ~ as steted 


SUMMARY STATEMENT ON 
RESPONSTBILITY FOR MERCHANDISE IN CISTOMS CUSTODY AT 
PORT OF JIODA 


Port Authority required to nandle goods fron ships side to tine 
of delivery to consignee, (See Articles 3, 18, and 30 of 
Gierment a taste Shaper aon) , 


Sashes ba. Serstnge gore’ Wy ert kstheny 9 Sheets 


Custody and responsibility are inseparable, 


Port Authority should be responsible for loss or damage fron 
ships side to time of delivery to consignee, (See Articles 9 
and 36 of Governnent's agreenent with Port Authority,) 


posed neni A paar ealieeront taggly reper eos 
Dammam Port follows above principles, (Seo paragraphs 1) and 
12 of agreement.) 


Proposed Customs Ordinance does not comply vith above principles, 
(See Articles 15, 19, and 20.) 


Proposed Custons Regulations do not comply vith above principles, 
(See Article 122 of regulotions,) 


Attached 1s copy of letter by Mr. J, A, Dunaway on this subject, 


American “mbassy 
Jidda, Saudi Arabia 


ay ee 
PROPOSED CUSTOMS ORDINANCE 
This is a summary statement of ny conments on the Customs 


Ordinance 
proposed by the Customs Committee, Detailed explanation of the connents 
Ut crscteuntes ally ar Wy fatior settles eapert, an tostoed. 


Many of the provisions are already taken care of in the Tariff 
Ordinance of 1372, The following table shows the provision number of 
the proposed Custene Ordinanes an‘ the sion of the Tariff Ordinance 
of 1372 which covers the substance cf the proposed provisions: 

Provision No, of Tariff Ordinance 

wt 1 

4 Seetion 209 

$ Section 219 

£ Section 213 

3 Seetion 211 

u Seetion 215 

% Seetion 213 

Y Segtion 215 

1e Section 215 

a Seetion 214 

22 Chapter 10 

23 Chapter 10 ol 
and Teens 04,03 02.03," 
06.01, and 06,02 of 
Seetion 10) 

26 Teen 20.02 (A) of 
Section 101 and 
Section 221 





Tariff Crdinanee 


Provision of 


Seetion 214 


Seetion 22] 


Team 10,02 (3) 


Section 101 


23,0 


Team 10.02 (A) 
Item 10,02 (D) 


Title I 


23,0 


23.8 


23.) 


Chapter 6 


Seetion 22] 


2%, Third 3 
2%, Fourth 


Ttem 10,02 (A) 
Tteu 10,02 (A) 
Tithe I 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 







American Embassy, 


Baghdad, Ipaq, 
July 8, 1953. 


Dear Mr, Dunaway: 


I want to express my deep appreciation for your courtesy and 
cooperation in making available to us the services of Mp, Robert 
Kennedy. Mr. Kennedy was, as you know, originally with us for same 
weeks and then after his return to Jidda and his development of his 
findings and recommendations with respect to customs administration, 
and your own collaboration on thése, it was possible for him to re- 
turn and in person go over with our Minister of Finance the report 
which we presented to hin, 


I believe that the report and recommendations which have been 
made to the Minister of Finance are sound, constructive ones, and 
we appreciate much the assistance of the TCA Mission to Saudi Arabia 
in this connection, We found Mr. Kennedy also, as an individual, a 
considerable addition to our group here and we all enjoyed our ex- 
perience with hin, 


With best wishes for the success of yourself and the Mission to 
Saudi Arabia, I am | 


Sincerely, 


ours Wen 
Lewis H. Rohrbaugh 
Director of Technical Cooperation 


cc: R. B, Kennedy 
TCA, NEADS 


Mr. John A. Dunaway, 
Acting Country Director, 
Technical Cooperation Administration, 
Jidda, Saudi Arabia. 
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June $, 1953 


TPCHNICAL CLOPERATION ADMINISTRATION 
Jidda, ‘audi Arabia 


hr. John A, Dunaway, Acting , S, Dlreeter 
PRG: Robert B, Kennedy, Custens apt Tariff Advisor 
SUBIVCT: Precran for Nenaining Pour lonths 


Ter 
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¢ FF og2,% 

1-882 infil f, iszia: 
ae lt 
eyasa je3z3 eae 5 
Hee Pe 
va Be ee 
vel | Baal ie 
BG | Paupdeae 
fis: Sg 3 ‘igi é naar 

a iH 


Hit” EET 





RESTRICTED 
a a 

Be Peep *. Kennedy, dtd Jun 3, 1953, re Program for 

2. Customs (riinenee 


4. Yeluation Procetures 


Before I decided on the use of an ad valorem tariff schedule, 
you advised me that difficulties in the proper customs yaluetion of 
imports could be successfully dealt with, ‘owever, continued difficulties 
are encountered and will continue to be encountered wnti] seme sound 
ansvers con be presented for their problems, [f such ansvers are not 
fortheoming in the icminent future, the work already accomplished in the 
now tariff law and classifiestion guide will be thrown out for a 
specific duty sehedule. 


5. Ipmuance of Tarift Ordinence an’ Index 


The fina) Tariff Ordinance of 1972 has been in printed form 
four rontha and the final preefs for the classification 
guide were sent to the printer over tvo months ago. llowever, ono excuse 
after another hee been presented for the failure to release this 
publiestion, I am still of the opinion that some ulterior motive fs 
behind these 
Regulations 


2 
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ther have a desire te issue the Customs 
and Customs Ordinanee with this publication, or they have 
the Tiriff (rdinanes, 
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3. proposed customs regulations ant starting 


fresh on tasks 
he FF gad odek n= tgy gegen (outline) 
of complete custems regulations; 


5e sale iaila ts cil inh ty hatin. bible 
first those natters most inportant tc inmediate izprovenents 


6 That Bil) cf Wntry, valustion procedures, and National 
Custens Administration be first waubjects. 


ne Saatennte sf So seeteten Panay veer of Pena 
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matters requiring such approval. 
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Unmanifested cargo received will be stored separately for its inspection by 
the Customs, the Railroad and representative of steamship company agents in 


order to know its contents. 


1h. Storage of inflamable cargo and explosives shal) be made in accordance with 
regulations presently in force, 
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be followed, 


The Railroad will erect fencing around the track from 
Customs, and provide it with lighting at night as possible, 
cargo, It will also provide telephone commmications 


the Customs to immediately settle matters connected with 


hl. 


The Railroad will maintain all Gustons 
will also maintain the scales, cranes and trucks used in 
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MONTHLY OPERATIONS REPORT - PUBLIC ADMINISTRATION AND 
GOVERNMENT SERVICES DIVISION ~ JANUARY , 1953 


Gustoms and Teriff 


Mr. Kennedy @onferred with the Customs Committee, reviewing 
an index which will greatly simplify the interpretation of the new 
Tariff Law. This was a laborious and time consuming business as it 
involved decisions as to the particular tariff item under which 
imported items will be classified. After completion of the index 
Mr. Kennedy accompanied the committee to Dhahran on January 25, for 
consultation with the Ministry of Finance on the problem of relation- 
ship between the Government Railroad and Customs, The Railroad manages 
the Port of Dammam and transports goods to the customs warehouse some 
eight miles from the port, Method of delivery of goods by the Railroad 
to custons has n°t proved satisfactory in that no clear-cut ending of 
the resjonsibility of the Railroad has been vorked out, The Committee 
will also endeavor to secure approval of the Tariff Index so that it may 
be published, 


John A, Dunaway 
Acting U. S. Director of Technical 


‘al Gel, Pais ibbdictahien enk 
Governnent Sergices Division 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 
Jidda, Saudi Arabia 





November 25, 1952 
TO: Dr. Stratton 


PROM: John A. Dunaway ed~ 
Chief, Public A stration 
and Government Services Division 


RE: Monthly Operations Report - November 


Monthly progress reports are attached from Messrs. Stacy 
and Kennedy. 


I, QUSTOMS AND TARIFF 


My own activities were largely confined to cooperation with 
Mr. Kennedy in the conferences in Riyadh at which the proposed 
tariff was revised in a form acceptable to the Minister of Finance, 
The new tariff was issued in the form of a Royal Decree, signed by 
H.R.H. the Crown Prince, on behalf of the King, on Friday, 
November 21, 


Consideration of other matters relating to handling cargo 
and rates of charges at the Port of Jidda, and the proposed new 
accounting systems for customs, have been suspended due to the 
preoccupation with the tariff lew. 


The procedural changes proposed in my report of May 28, 
have, for the most part, been provided for in the administrative 
section of the tariff but they cannot be put into effect until 
the forms and instructions are prepared. This will take several 
months, 


II, BUDGET AND ACCOUNTING 


I have spent some time going over the files and reports in 
order to become familiar with the status of the work. I have 
suggested to Mr. Stacy the advisability of making a more thorough 
study of budgetary accounting and controls which appear to be the 
greatest weakness in the budgetary field. As the accounts are 
kept in Mecca, which non-Moslems cannot visit, permission is 
being sought from the Minister to send the Moslem accountant- 
translator to make the study, 





T englose for your tranenittal to the Senii Arubien Goverment 
"Table Showing Osteo of Ship Arrivals an! Reparts on Cargo by Port 
authority”. 

Your ida’ attention to this request is appreciated. 


Semel 5, Stretton 
U, 5, Disector af Technical 
Cooperation in Saxif Arebla 


Sslooue 





ulti s fend OPH ERICA 


TECHNICAL COOPERATION ADMINISTRA BPM pay 16, 1952, 





Your Rxeelleneys 

With ny approval, Me. John A, Dunaway herewith submits « 
report showing dates of ship arrivals and reports on cargo by 
port authority. The table supplements his report of 
September 2, 1952. 

Agoopt, Rxeellency, the renewed assurances of uy highest 
consideration. 

Very truly yours, 


Samuel 5, Stratton 
U. S, Director of Technical 
Cooperation in Saudi Arabia 


Minister of Pinanee, 
Tidda, 
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Jidde, Sewdd sable 


October 16, 1952, 
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I heve the honor to be, 


~ 





TABLE SHOWING DATES OF SHIP ARRIVALS 


DATE OF § 


AND 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 


Jidda, Saudi Arabia 





October 11, 1952, 


MRODRADUN Ts Sadek Bey Musseini 
PROM: Dr, Same) S, Stratton 
Ris Submittal of letter to His 
Najib ey Sah, 30 Sarwey of Tiida Sastens 
T enclose for your transmittal to Ms Bxeollency, 
Uiajid Bay Selha, ay letter approving Fund Abu-Leneddin's 
report on the Jidda Customs Aesounts ani his fee of $3,000, 
I wuld appreciate your forvaniing this promptly to 
His B&eelloney, 


7 ERT 
‘ TCA FILE 
) ) Customs 


UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 


Jidds, Sowii Arable 





Ostober 11, 1952. 


Reoollangy: 

On the recumeniation of Dr. Arthur 1. Young ani Me, John A, 
Dunaway, I wish to give uy approval to the report of Fuad 
Aba-Iszeddin on the Jidde Oustons Accounts. 

Me, Iszeddin has made his fee $3,000 for this stuly. It 
is our opinion that thie is a fair ancunt, ani I recommend that 
he be paid, 

I enclose 4 copy of Me, Issoddin's letter to ir. Dunawmy 
with regard to his report ani fos, 

Agoopt, Rroollency, the renewed sosuraneos of ny highest 


consideration, 
Samel &, Stratton 
U, &, Director of Technical 
Cooperetion in Samii Arable 
His Broo) longy, 
Wed ib ‘saa, 
of Pinanee, 


| = is 


~PUAD ABU-IZZEDDI, nas auc 


Head Office : CERTIFIED ACCOUNTANT S’audi Arabia Branch : 
Beirut, Lebanon 
Rue George Picot King Abdel Aziz St. 
P.O.B. 1242 - Tel. 62-76 Jeddah 
In Your reply please quot  .....ccnsnnmnnnnnnnn oept.25 19.58 


Mr John A. Dunaway 
Customs Advisor ,TCA 
Jeddah. 


Dear Mr. Dunaway, 
Subject: Jeddah Customs Accounts 


I take pleasure in submitting to you under separate 
cover my report, in English and in Arabic, on the results 
of my study of Jeddah Customs Accounts, 


I started my investigations early in June, and the 
job has taken about three months to complete. Owing to 
the nature of the assignment, I had to perform the whole 
work from beginning to end all by myself, as no part of 
it could be delegated to my assistants, 


My professional fees for making the study and writing 
the reports amount to three thousand dollars. 


I shall be interested and pleased to give all 
possible assistance and cooperation when the new system 
is being installed, 





FUAD ABU-IZZEDDIN, waa, ancca 


Head Office : CERTIFIED ACCOUNTANT S’audi Arabia Branch | 


Beirut, Lebanon 
Rue George Picot King Abdel Aziz St. 
P.O.B. 1242 - Tel. 62-76 Jeddah 


In Your reply please quote 34] $2 3 Sept.26........ $2. 


Mr John A.Dunavay 
Customs Advisor, TCA 
Jeddah, 


Dear Mr.Dunaway, 
Subjects Jeddah Customs Accounts 


I take pleasure in submitting to you under separate 
Cover my report, in English and in Arabic, on the results 
of my study of Jeddah Customs Accounts. 


I started my investigations early in June, and the 
job has taken about three months to complete, Owing to 
the nature of the assignment, I had to perform the whole 
work from beginning to end all by myself, as no part of 
it could be delegated to my assistants, 


My professional fees for making the study and writing 
the reports amount to three thousand dollars. 


I shall be interested and pleased to give all 
possible assistance and cooperation when the new system 
is being installed, 

Yours sincerely, 


Fuad Abu-Iszeddin 
Certified Accountant 


Jidda 
May 13, 1952 





Mpa 
Riyadh 
Dear Najib Bey: 

ir, Avou Igzadin states that the Customs author- 
ities wish an official letter from the Ministry of 
Finance regarding the work which the Ministry wishes 
him to do at the Customs, I shall be grateful if you 
will kindly send them a letter explaining this and 
askingthgm to make available to him their records 
and books of account, lease let either hiln or me 
know when such a letter is being sent - perhaps sending 
it to the Customs through him. 

Sincerely yours, 


( 


Arthur I, Young 
Financial Advisor 
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UNITED STATES OF AMERICA 
TECHNICAL COOPERATION ADMINISTRATION 


Jidda, Sewdi Arabia 
Septeuber 27, 1952, 





Your lixeelleney: 

I coneur in the recommendations mate to me by Me, Johm A, 
Dunaway vith regard to the report of Mr, Abu-Iazeddin, I have 
the honor, therefore, to submit to you Mr, Isseddin's report 
with the comments of Mr, Dunaway. 

Accept, Boar Qxoollency, ny high esteen, 

Vory truly yours, 














Very truly yeurs, 
ho 
Dunaway 
Advisor 
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Jide 
September 25, 1952 


His Excellency Shaikh Abdullah Sulaiman 
Minister of Finance 

dJidda 

Your Excellency; 

I have the honor to refer to the report of Mr. Abu- 
Izgedin on customs accounting which Mr. Dunaway is trans- 
mitting to Your Excellency as of this date. 

The improvement of the accounting system of the 
Saudi Arabian customs system is of great importance, It 
is my hope that the proposal made by Nr. Abu-Izzedin may 
be carried into effeot, 


Respectfully, 


Oa 


Arthur Ii, Young 
Pinancial Advisor 











A STUDY OF THE SYSTK OF ACCOUNTS 
OF JEDDAH CUSTOMS 


Fund Abuslnneddin, M.UsAsy Aoheleohe 
Certified Accountant 
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Title 
Return of Daily Cash Receipts 
Cash Reesipts Book 
Return of Daily Cash Paynents 
Cash Payments Book 
BRE SUNS ee ee Oe 
Return of Daily Revenue other than 
Cash Rovere 
Book of Daily Revenue 
Daily Reeoneiliation Sheet 


bs | 


ti yon mi: 


iy 


Shon TA Technloal Advisors vere oomtuating their studies 
om Customs, Mr, John A, Dunaway cboorved that the systen of 
sooounte in use ves dafvotive and avoded aaenisent, ith te 
approval of lis Exeellengy Najib Boy Salha, Asistant Deputy 
Pinanoe Minister, I vas requested ly Dr, dating Ny Young, 
Chief of Pinansial Mission, TCA, to study tho situation ani 
reommend possible and mediate remedies, 

As no written accounting procedures vere available, I 
had to collect the primry data myself through direct contact 
and personal interviews with eagh one of the accountants and 
alorks working in the Jeddah Gustone Asoounte Sections, This 
hea given wo @ valuable opportunity to study the procedures 
followed, to get acquainted with the books ond forms in use, 
and to obsarve the vorking methods and test the defects, 

I take ploagure in submitting this report on the results 
of my stutlos end investigations, It 1s divided into four parte: 
Part 11 A Dewerdiption of the Assounting Systen end 
Part 111 Pulestien of the fyeten ond Geitietene 

Part III: Recommendations and Nenedies 

Part IVs Appendix of Speeinvn Yorns 

In carrying out this study, it was necessary for me to 
depend on the assistance of a mmber of individuals vie have 
boon kind and willing to provide me with the facilities and to 


supply the information requested, To every one of then I extend 
my thanks and in particular to His Exoallency Najib Bey calha, 
Assistant Deputy Pinance Minister, lle Excellengy Ahmad Bey Lary, 
Director of Customs, and assistants, the Jeddah Aecomtent, the 
Nedjes District Agcountant, and Cashier; and finally to the 
Technical Cooperation Administration, to Lr, Arthur Young and 
especially te Mr, John Dunaway vhose advice and assistance 

have been very valuable in contuoting the study and preperation 
of the report, 


Haat Ts TH AONE Sisk AND PRoGaDUTES 


T, The type of syaten |” 

The ndoounting aysten tn use te « combination of a "Cash 
ysten" ond "goverrmentel sooounting eyeten" of Turtelabetyrten 

A "Cash System® 8 dharacterieed wy the use of a cash 
book for seoonting all kinfs of trenanctions whether cash or 
credit, Credit tronmetions ere recorded as Motitious cash 
receipts ant srw comterbelanted by opronite Metitious axsh 
payment entries, ani vies veron, so that the agtual cash balance 
is left ondisturbed, This aysten is prevalent where the assowting 
nethods are not wall developed nnd donble entry beckisepiar 4s 
not reetiond, 

The *gowarmmontel aystan,' which {s of Turkishfyrian origin, 
is practiced by a mumber of countries in the Middle fest, Its 
outstanding chamasteristies Mo tn the use of duplieste bound 
bocks kept by different dlerks or departments te record the sane 
transeotions, the miltiphielty of aignaturss required ., books ond 
voughars ay! the lengtity, umecsssery routine of proesedure and 
methods, 

In the following pages the ayetem and proosdure are explained 
in detail, 
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TI, The Cashier's Departaent 
Tn a Gash System, the Cashier's Department occupies a 
position of primary importence, The cash records contain all 
the entries, both cash and credit. For this reason the procedure 
followed and the books used will be explained in detail. 
A, Kinds of Duty Receipts 
The following kinds of reosipts are aovepted in 
the payment of customs duty and are recorded as receipts 
on the éash books 
L. ‘Asitaiad, Gogh in Legal tender money 
2. Hotes Meondyable: these are promissory notes made 
by merchants to be repaid at 2 determinable future 
date 
3. Bemk Receipts: these vouchers are issued by the 
Bank against payment of duty to the Bank for the 
account of the Gustems Department 
ke Lothara of Qredits these are issued by the Ministry 
of Finaneo in favor of merchants, presumably creditors 
to the Goverment, and are utilised in offsetting 
customs duties 
5. Qrders for Gevormmen’ Gumported laterdals: © special 
department in the Customs House issues these orders 
on the authority ef letters received from the 
Ministry of Finance for goods imported by the 
Covernaent, These are accepted by the cashier os cash, 


6, 


ss 
5 


be wet aia ‘these are iamed by the Ministry 
Gf Finenge and teatity that duty has been settled 
ty the marubent with tho ald Ministry and thet 
cash receipt woushere will be forvande! at « Later 
date 

Other ‘eee! pts 
The above kinds of reasipte are concemed vith 

the payment of duty, There are other kinds of peosipte 

handled by tho cashier: 

1. Depaaitg: when there is @ ootroveray over the 
duty to be paid, o temporary deposit te peda by 
the merebant pending final deqieion 

2, Renderola Reonivtas there ere the proceeds of 
the sale of tobacee fiscal stexps 

3. Hohoe Megnivable: for cash reostved in settlement 
of the notes et naturity 

Ximis of Taynente 
The following tyres of paynants cre mede ty the 

cnehders 

1, Actual eash payments euthorized by the Ministry of 
Pinanes end covering sslarics an expenses 

2. Deposits of surplus funds at the Dutch Bank 
Tn eddition e mmber of Motitious payments are 

recorded by the eanhier in hie book of Temporary 

Transegtions, ‘These vill be expleined later, 


Py 


Ds oanting Means on Desks 
“the Wsttors Book (DaPter i2atubseads) forme te 
teats of origin entzy en the books, The Procedure 
felloved 1m recording rvostpte may bo outlined as fotos: 
1, “The camunt of ty show on tho Visttore Seok te 
reontvd ty the cashtor efter in ca or tn om 
sf the seoopted foran of payment 
2 Tho odahter signs the sald Bock and proses 1% to 
the Gach Bock Clark voo poste the roosipt on his 
Cash Bock under « serial munbur vhich he endorses 
on the Visitors Bock (ster to Form ke, 2, Appendix A) 
x Thie io then tronsfurred te a clerk who prepares « 
Teootpt Voucher viich 1s handed over to the aonehant 
after boing signed by the cashier and the Directar 
of Customs, This receipt entitles the merchant to 
a delivery onter for drewing his goods out of 
Gustine, ' (eter to Porn to. 15, Appendix 1) 
be Ab the ond of the day the Gash Book Clark adds the 
total is posted by the cashier to his Book of 
Tonporury Transactions, (lefur to Yorn lio, 2, 
Appendix 4) 
Tooording Hotes Seoevable 
ery notes rete ay uaa the ponte 
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whe by ofa ah omit, “The cashier keeps the 


be Abe 


Fr, 


G, 


eTe« 


promissory note in his safe and records it on his 

Notes “eesivable Bock (Form No, 3, Appendix A), When 

tho mewebant pays the note at the due data, the owshier 

hands it over to him and records the ontry on the credit 
aide of the Hotes ieeeivable Book, 

sntering Other Forme of Duty Reosipte 
Where sottlenent of duty tekes the fom of Bank 

fecatpte, Lotters of Credit, Orders, et@, the proesdure 

is similar te that outlined in Paragraph D oupre, In 
these caged, however, the cashier mkes fictitious 
peyrment entries on his Seok of Temporary Traneac icns, 

He Ipeps these deoments until the end of the month 

vhon he liste then and forwude them to the Ministry 

of Pinangs. 

Ywoording Sumiry Asooipte Other Than Duty Revenvo 
These types of regeipte vere cmumerated in 

laragreph B above, They are regorded os follows: 

1. Motes eandvablo Jedeamed: it is interesting to 
note that no entry is made in the cash records vien 
gash is regcived in sattlenent of Notes Reooivaule, 
The enshier posts the transagtion to his lotes 
Roesivable Book only, 

2. Dempaiia: deposits received ere not recorded tn 
‘the Gash Book, Thay are covered ty special regeipt 
vouchers whieh are posted to the Leposite Book bept 
by the cashier 


3. Remdamale dasaiuias the Tobsee Stamps ar sold by 
the cushion against special reoetpt ushers vt Leb 
are posted to the Bandercle Bock (Fem lio, by 
Appendix A), 3 

“ig Regomdting Cash Payments 

1. Bumenh of dalaloa and Sxomangt these aro covernd 
Wy Cash Fayment Voushere duly uuthortsed by the 
Wintetey of Fineneos Mo ontey te made in the Cash 
Book which 1s reserved for Cash receipts only, They 
are, hovewer, posted to the look of Tenparury 
Transagtions kept wy the cashier, At the ond of the 
month these are listed and fervanted to the Ministry 
of Finance 

2, ‘Remmomea Dementas thove are paid ponting the 
receipt of proper authority fren the iintstey of 
inane, They are requested by tecporury vouchers 
end receipts, ilo record is made of those payments 
in the books 

3. Dauoahta at the Beak? surplus cash is deposited st 
the Banik A receipt ie obtained, ‘The entey 1s 
recorded in the Bock of Texporery Trunssstions, 
fecnipte are Listed and formuied to the Ministry of 
Pines at the end of tho month 

4. [ighitious Damentas the above represent eotual 
onsh joymente, ‘There aro, hovewer, « maser of 
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Stati tious cash payments regorded in the Book of 
Texporury Trensections in order to counterbalance 
fletitious cash receipts, Those include Bank 
Receipts, Ministry Orders and Credit Notes and Duty 
on Covernment Inported “atertals 
I. The Monthly Retum 
At the ent of eagh month the cashier mibnits to the 
Ministey of Pinunes at Jeddah, through the Direstor of 
Custons, a monthly retum Listing the difforent criers 
ond voushers shown on the credits side of the Book of 
Temporery Transegtions, ‘The orders and voushers are 
also miimitted vith the rebum, 
J, Booka ani Pome in Use 
The folloving bocks are kept by the onshier's 
departaents 
le Gash Books "Daftar El-dandook" Nefer to For: 
Mo, 2 Appondix A 
a, all itene of revenue, viethor in cash, notes 
or erlers, are recorded! as ash receipts 
by only reostpts aproar in this book, Payments are 
not moored 
@, the posting on this bock 1s made frum the Visitors 
Rooks and the Cagh inoeipt Voushers 
4, the totel of this book represents the total revemm 


fyon gustoms duties ami should agree with the 
total of the Visiters Books 

@. this book ts kept ty a clerk housed in a room 
adjacent to the eughier's room 

2. Deak of Jemma: Goanauailana) "DeStar Aletlouvelen ts %." 

Rafer to Tom lie, 1, Aprendix A 

& this book is kopt ty the cashier hinself, It is 
supposed te be a Cash Book for recording reesipts 
and payments as prestioed in a "Cash Systen" 

by om the debit or receipts side are shou: 
(1) total daily reveme as obtained from the 

Cash Book 

(2) balenoe brought forvard fren the previous day 

@, om the aredit or payments sides 
(1) payments of agtual engh 
(2) ftetitious paynents to counterbalance 

fletitious reosipts 

(3) balance eurricd forvaxi to the next day 

d, the balance of this boos in a “Gash System" 
Properly kept should show the oash balangs on hand, 
Tale is not the case with this book as will be 
explained under remarks ani ari tigions 

3. lintea Regniveble Books "Dofter Alstihal" Refer to 

Form Mo. 3p Appendix A 


ee 


te this book ts alse kept ty the oudhler Minoo)? ant 
serves to recon! timnmetions deeling vith rrentsaory 
votes given by merchants in settlesent of duty 

b. on the Gubtt cr reosipts wide appomrt details of 
Qnity ent ehrenclor!eally 

O. om the credit ntfs, recard ts més of prontusony 
notes paid or mdeuad 

de 8 ceparate dheet is kept for each day 

G, tm exact eopy of this book is kept by the District 
Aopountent, 

Depealts Backs “Tettar Atate'ninst” 

ts this book is ales kept ly the cnshler and iy used 
to reson, tenporery deposits mie Gy merchante 
ponding finel ruling or agreemat on disputed 

by on tho right hand elle or debit glide, recsipte are 
posted from a special Deponite Receipt Vousher 

0, veflmnde are posted th the Left band or gradit aide 

4. beter book fe kopt ty the Metiniet Assounts 
Department 

Damiernls Book: “Daftar cleientorole” afer te Fors 
Wide by Appendix A 

ty the cashier keeps this book to record te reeetyt 
and gates of tobsauo fisonl stampe 


eRe 


by em ths Heontpts aide, rrosends fron tha sile of store 
tpe posted fren 6 uractal reonint voucher dextmued for 
c, OM the paymente or eproaite pre, an ontey to mate 
~) omge per month to show the peyment of the ams onllested 
de 8 BindLir beck te nlew kept ter the Mewtet Accounts 
trina 
TI, Disteies Assoun!s Dopavtam 
‘She DelLowiag axplamtions shov the rrosedne of recording 
tho verlous typee of tameetiane with wich thie Department 
te consumed, ‘This Dopivinent ty be labelled ae the Generel 
.cgounte Depavumnt of Jedieh Distriet, 
Ay Notat Mecatwablle 
1, Prowigsory notes atiened Wy the merehuto ant approved 
ty the Director of Cxstone are ncosptad for the reyment 
Of duty, ‘Thete are persed toe clear! vio entoraee the 
totes with geriel mabara, vocante them in the Notes 
Reasivable Jouwns? ev! forwards ‘bem to the exahier 
Goes tos fy sopeniis 1) 
% Tha proetire when the notes aro paid f9 48 flown 
® “A fou day ator satrtty to meetaay fs gn 
| awtlens tle jaye tho mony te tin otter, receives 


cuatends, 


the cansolled note and qamrdet 4 to this Department — 


‘vhars it Le eredtted to the merchant's wooount in the 
Totes Regetwahte Lodger (Pers No. 6, érpenttx A) 


B. Bank Transactions 


Mavhants somatines pay the amount of duty to the Duteh 


Sankt 


1, 


2 


De 


he 


5. 


The moxchant es¢ures on omer” fren the Director of 
Ouatane to per the anount of duty shown on the Visitors 
Book 

The merchant paye the oah to the Bank and obtains « 
Ranker'y Recefpt or cheque in tripligete 

Tate is presented to the Direetor of Oustens vho 
endorses the first cory only and pasves the three 
coptes to the Mstrict Aecounts Department 

\ serial mmber {s given end endorsed on the Roosipt, 
Tt 1s recorded in the Rank Book, The original 4e signed 
by the Distrlet Assountant and handed over to the merehemt 
who pays tt to the cashier, ‘The other two conten are 
filed (Torn No, 7, Appendix A) 

Yech month on mmct copy of the Bank Book is sont to the 
Vedas Aree scoomnts often 


Tio printed fora tp uaed, T sinple letter is addrossed to the 
ejeciaen: 


Director of the Bank os per 


ate 


“Dear Mr. Huageln Attass 


oontionnd Wi tnt pve Mie 2 th Gera | WEG os donors 
of customs, 


fed presteve you, 
Director of Custons" 


ele 


C, Deposits Covering Duty \nder Dispute 


Vim there ts 2 gentrowrey betwen the merghant and 


the custome own the moust of duty payable, the merchant 
is alowed to clour hte goods on payment of 8 depostt, 
canting na? éoetotons ) 


‘Tho following outline chown the procedure followed in 


mash Gases? 
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A apsaial Visiters Bock is used to recond deposits which 
may ofther be mado in each or ty Promissory lictes 

A speetal eagh reosipt voucher ie iosueds this is 

Poste to the deposits bock (Yorn No, 10, Appendix A) 
When the deposit ia settled, the detalles of assesemnt 
are transferred frem the speciel Deposits Vieiters Book 
to the Memlar Visitors Dock, ax! the trunsnction ie tha 
treated in the ordinary way ac 4 froch payment of duty 
the Deposit Voucher 19 endorsed ty tho District Accountant 
ant the Direstor of Custos, apmreving the refund of 
deroatt 

Thie de passed tw the oushier for poyment, An entry io 
made on the qrndit aide of the Deposits Book (Fern 

fie, 10, Appendix A) 

Ag explained previously, the oachier also keepe o 
separate bat; identical deposit beck 

At the end of cach month the Deposit Book is copied on 
a aboot whieh is forwarded to the Area Acgountant 


ole 


by Banderele Stanpo 

The treataent ef Deatevele transgtions is a0 follows 

1, The Distetet sosountant gives the merchant o statexont 
shoving the mubar of jaakages of cigurties ani tho 
quantity ond value of stamps, The infomation is 
Cotained fren the Visiter Book 

2, The cosblar recetves the meney, gives the stamps and 
eaters the details in hig Rentevele Dock, A epoatal 
seesipt, vonsher fe emed to tho mrviant 

3. the District Acoomtant records the trunsagtion an his 
Ranierole Jownel #2 @ sale of steape (Form Mo, 12, 
Appendix A) 

be Amenthdy stevenent is prepared ant Servanded to the Aves 
Aseomtant, It chow Uw trensaotious perlormed during 
the nant 








(1) he statements talona the followlug Soma 
"Statement of Stampa gold to Morcha 


to bo affixed on the paakets received 
ae 


bots kh ee bo Ook 
Clgare bien 
of 20 nom, 5000 0,00 3 4909 
caly four thousand Mive hundred ghureh, 
Moetefot Sener) 
Agoganten’.” 
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Papers of Value 

Printed forms or Papers of Value as they aro called, 
sigh es receipta, export forms, cortifiestes, ete, are 
Genaged to novdhanhs 0h ‘hs sole of exe Gautth yor fom, 

Those forme are reesived by the Ares Asoounting Office 
and Lem! to the District employees using then, frogseds 
{vem sales aro aleo agoounted for to the cashier, A special 
book is used te record the reesipt and sale of these forms 
(Porn Yo. 11, Appendix A), 
inalysie of Sevomve 

Revenue Le inilyged daily fron the Visitors Books by 
tne Day Bock Clerk whe passes the Migures to the District 
Agoounts Departuent in tho fom of a return, This is posted 
on a Revemw Analysis Bock, Both ino? and oxpart duties 
are onalywed, A spacial auelysis book is kept for government 
iuperted materials, 

Subsidiary revenue is also analysed in « epscial book 
(Forme € and 9, Appundix A). 

A monthty swmaryis prepared ani forvanted to the Ares 
Aggeunts offies, 
Inland Shipments 

Details of inooming ani outgoing inland shipments and 
consignaents are entered on s speetal book, fo values are 
placed and no duties are charged, 


Notes Receivable Journal: "Daftar Yawniyat Aluhal" Refer 


to Form No. 5, Appomdix A 
Tt is used to record the promisscry notes given to merchants in 
payment of Custems duty, A similar book is kept by the Cashier, 
2. Nokes Receivable Ledger: "Daftar (utas Al-Nihal" Nefer to 
Porm lic, 6, Appendix A 
a, It is a subsidiary ledger with a page for each merchant, 
be Bntries are posted to this ledger from the Notes Receivable 
Journal, 
Ce It shows the outstanding promissory notes against cach 
nerchant and details of settlement, 
3. Bank Book "Daftar "l-Hank" Refer to Form No. 7, Appendix A 
This is used te record Bank lecoipte covering duty paid by 
nerehants tc the Coverment's account st the Dutch lank. | 
When merchants pay Customs Duty into the Sank, they cbtain | 
a Banker's Receipt (or Cheque, a» it de oalled) whieh before 





bedng paid te the Cashier, is paseed to the District Accountant 
vhere it is given 2 seria) mmber ani posted chronologicnlly 
on the Bank Book, 
4 Deposit Rook: “Daftar jt-Ta'minat” Refer to Porm Mo, 10, 

Appendix A 

Deposits received on account of duty under dispute are 
recorded in this book, 

On the gight band, or reeeipte side, are recorded: 
a, leposits received, posted from specie] deposit receipt vouchers, 
be Balance trought forward from the previous month, 

The opposite left hand side shows: 
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a, Refunds of deposits, 

bd. Balance carried forward to the next month, 

Sandepcle Journal: "Daftar El~Landercle" refer to Form lo, 12, 

Appendix & 

This ig used to record the receipts and sales of tobacco 
sLanpee 
&- The right hand page shows the quantity of stamps received 

of each dencuipation during the month and the balance 

brought forward from the previews menth. 

b. The left hand page shows the quantities sold during the 
month and the belance carried forward to the following 
month, 

¢, ‘The columns show quantities only with the exception of the 
tote] eolwen vhich shows the total amount, This is ob 
tained by calaulation, bein the own of the products 
(the quantity of each denomimtion mltiplied by the 
value), 

ook of Levers of Value: "Daftar Al~iwrak That Kinat" Refer 

to Form No, 11, Appendix A 
This book is used to record the receipts and issues of 

papers of value such as receipt vouchers, certificates, ete, 

On the debit or right hand side is shown the oumber of 
forma received of each employes. 

Salee are shown on the credit or left hand sido, 
Subsidiary Rovere Bock: “Daftar Al-Awaid Al-lor'iyat" Refer 
to Form No, 6, Appendix A 

Ttens of subsidiary revome on imports such as municipal 
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fees, Palostind tax, ote., are recorded on the right hand or 


dedit side of this book, 

Gn the left hant sheet are posted toms of subsidiary — 
revenues On exports such as Takhrtjieh, Schools, ete. 

The above data is taken from the Nevenue Analysis Book, 
Levemue Lusdysle Books Comercial. "Daftar Tanvi" Al-\iartdat" 
Refer to Forn Me, 9, Appomlix A 

This fe a statistical boek in which the Customs reveme 
is analysed under a number of headings, 

Inport duties are analysed cn the right band side, export 
duties on the loft hand side, 

Duties are analyzed daily, The figures are taken from 
the Daily Statement (Form Mo, 14, Appendix A). 

Revenue Analyeis Zeokt Covermmont |aterial 

This book fs similar to the Reveme Analysic 900k men 
tioned in the previéts paragraph, but {t 40 used for the 
analysis of revere from Goverment imported materials, 

Tt has the same form, with the exception of the columns 
for permits, Finance Tex and Pines which do net appear on 
this beok, 

Inland Shinmonts Book: "Daftar "1-Raftiyat" 

This book contains no accounting figures, It ic used 
te record details of inland shipments and consignnents, 
Cutward {nlend consignments are similarly recorded on this 
book, 


MS ° 


IV. Day Book Department 
A, Analysis of Reverne 

The main work of this Department ics in the recording 
and anelysis of the Customs Revenue, 

The Visitors Books are collected daily and the informa~- 
tion therein posted om the Day Pook, The inforpaticn 1s 
further swmardred at the end of the day undor the following 
headings: 

1, Ad valorem Duties 

2. Spocifie Duties 

3. Taldnrifioh Ley 4 

he Palostine aed 

Se Sehoals Leith 

6, Capit=1 (per ton) 
7. Munielpality 6°/ 

8 Quay (Rassif) 2 fi 

9. Ground Dues 

Differences 

License 

12, Double Fees 

13, Finenge Tax 

14. Fortorage 

15. Papers of Value 

6. Fines 

17, Lead Seals 

18, nmbering 

A daily analysis statement is then prepared an’ forwarded 


Cy 


to the District Accounts Department vhere it is posted on 
the Reverme Analysis Books alroady described, 

The Day Book is signed by the Day Seok Clerk, the 
Cashier, the District Accountant, and the Direoter of 
Customs. 

A daily reconciliation is mado between the Cashier 
and Day Seok Clerk, ‘ho totel of the Day Book should agree 
with the total of the Cash Book, 

Samples 

Samples, being exempt from duty are recorded on Special 
Visiters Seoks, and copied on an ixemption Book, No values 
appear on this book, 

At the ont of the month « statement 1s made embodying 
the details in this bock. It is sent to the District 
Accountant. 

Tnperts of Diplomatic and Consular Services 

Se Customs duties aro ocllected on such goods ani no 
values are noted down. However, a Day Book is kept to record 
the details of such imports, A monthly statement is prepared 
and cont to the Distriet Accountant, 

Ao regards alcoholic Liquors, permits are iswued by the 
Maistry of Finance to whem the Mquor tax io paid, Details 
are, however, recorded in the Day Book from the Visitors 
Book, A weekly genera] statement, and a statenent for each 
diplomatic cr consular body aro prepared and sent to the 
District Accountant, Details inalude kind of liquor, boxes, 
bottles, steamer, exporter, permit mmber and date, 
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D, Regictration of Brrors 


The Visitors Jocks arv checked by e opecial depertnent, 


ani the errors transattted to a clerk housed in the Day Book 
Departnant, who posts then on a Diserepancies Book in vhteh 
a page Is allocated for cach merchant, These amounts are 
then pested on special Visitors lcoks and forvarded to the 
Cashier for collection from the merchauts concerned, 

Pooks and Yorns in Use 


1 


2. 


Dae Dax Books “Daftar Sl-iawdyat” Refer to Porm Mo, 13, 


Appendix A 

The information contained in the Visitors looks is 
copied te this Day Book, This includes voucher refer- 
ences, weight, class, value, analysis of duty paid and 
tote) duty. 

Thie beck is totaled daily, and the totals are 
brought forvand to the noxt day until the end of the 
month, 

Bach day the transactions are summarized under the 
different subheadings of revenue and the ewmary recorded 
after tho last transaction of the day. 

The Leily Stetapont: "Albayan Al-Yawnd" Hofer to Porm 
Wo. 1A, Appendix A 

This statement is prepared from the ammary of daily 
transactions as shown in the Day Bock, ‘t shows the total 
of each category of revemme, The grand total should agree 
With the total daily reveme, Jt is transmitted to the 
District Acoountant to be posted on the Analysis books. 
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The Demmctdon Books "Daftar Alvo'fat® 

Ths ook Sows te record pertclar of sae 
arwapt fron Custon duty, Tho tnforseidon ts oop fran 
a spesial Visitors Book, ' 
Dudes ol Conmuar Geaiens Jaely "Dattari2-Seeret 
an4 Moufavathtyat" 

4 day book is kept to record details cf goods imported 
by the Diplonatic and Consular Services, lio ancunts appear 
on thie ook. 

Qiegrepanelos Leder: “Daftar Al~Tourowat" 

Statements of ervors found in the Visitors Books are 
posted to a MMserepancies Lodger where @ page ie kept for 
each merahant. 

Total Qtecrevancies Book: "Daftar Majnoo' H-/curcukat" 
This book shows on the right hand side the total 
amount of each atatenent of errers received frow the Check- 

ing Department, and the grend total. 

On the left hend slide are shovn collections as cbe 
tained from the Visiters Books and the monthly balance 
outetanding. 


V. Coverrnont Imported Materials ‘erarte-nt 
"Kiem Tarsimet Aldickoomah" 


A, Procedure Followed 


Advice is sent by the Minlotry of Finance te this Depart- 


ment regarding the goods imported for use of the Government 


or the Royal Family. Thess are recorded on ‘Special Visitors 
Books and follow the sano routine es cammereial goods, The 
information fa copied from the Viciters Books an’ the Jelly 
Register kept by thie Department, The clerk in charge then 
Aswues an order te the Cashder together with » copy of the 
otter received frou the Ministry of Finance, which are ac~ 
coped: up tho Cashier in sobtlonant of duty, It dy te be 
noted that the Cashier insucs a rogular receipt voucher and 
the transaction 1s treated as a cash roe ipt, 
Sooke aad Lomae 
1. Rally Boctater 
This ic used to record details of Customs duty on 
natertals imported by tho Covermont ani the Reyal Tontly, 
The inforwa-ion 19 qbtained fron the Visitors Bocks, 
A separate Register is kept for goods imported by 
Mieheel Oakor, Jey, Public Works Departeent, 
. This book ds totaled daily, At the end of the month 
three copies are prepared and sent to the Ministry of 
Pinanes and the Directorate of Custors at Mecen, 


PART 11s EVALDATICN AND CRITIOIAG 


We explained in Pert I of this report the accounts procedure 
followed by Jeddsh Customs, This seetion is devoted to an evalua- 
tion of the system and to criticiens, These are discussed unier 
the two headings: 

I, Generel Remarks 
ll. Specific Remarks 


1, Caneral Nonarks 
A, An fncomplete cash aysten 

A Cash Accounting systam, characterized by the cole use 
of & Cash Book te regord all types of cash and credit trens- 
actions without recourse to a Journal, despite its short. 
comings, in not to be condanned vhore the aogounting methods 
are not well developed and tho parsonnel are net verved with 
the principles cf double ontry ani organized scocunte, 

This system is being satisfactcrily used by x number of 
important institutions and Sirsa in thio country, Under this 
aynter, it is possible to ascertain the datly cash balance 
and agree the book balance with « physical cash taking, Its 
foundations Jie in the principle thet ovary fetiticus cash 
rednipt must be counterbalanced by en opposite fictitices 
cash peymomt ani vice versa, thus loaving the ;rojor detit 
and eredit aeoounts on the cash book without disturbing the 


true eash balance, Bi tle eutted winriyse to vistated, 
the systen falls to pleas. 

In the aose of Jeddah Customs, this yrinctse is betng 
violated, Two important itone of reverue in the forn of 
votes Teootvable and letters of Credit are ontered song the 
Pash Rosetpte Wut no corresponding elearence 4s made on the 
Credit side, Actual cach reosived when Notes Recalvatle 
are settled is mt recorded in the Bagh Book or Book of Tem 
perary Transactions, ‘There sre also other irregularities, 

The remit ie thet meither tho Cash Book nor the Bock 
of Tomporary Transactions shows the true each balance and it is 
met possible te control ‘he cui eperethente 
‘ompliestions in the Different Methods Allowed in Payment of Outy 

To the best of ny knowledge, the paynent of Customs duty 
is in most countries restricted te each or lega) tender currency. 
sometines benk transfere are allowed, 

In Jeddeh Customs, six types of settlenent are allowed: 
Carh, Notes Receivable, Sank Receiyts, Ministry Orders, Letters 
of Oredit issued by the Ministry of Finance, ani (rders for 
Government, imported materials, 

These nethods ronler the Cachier's work more difficult, 
the accounting more complicated and contre] less effective. 
where the ayrten of scoounting is not wel) organised, this state 
of effaden poesente lecpheles end eppertuahtdes for tagueper 
manipulations and errors, 


De 


No Difforentiatiens between Cash and NoneCash Receipts 

In Jeddah Custems, a2 reverue whether in the form of 
cash, notes tr orters 4h treated as cash reverie, liven 
duties calowlated cn Government imported nateriele are er 
tered at cash reosipts, 

1 fof? t¢ understand ‘the reaccne fer tlic procedurs 
which is sot in neeerdance with recognised principles and 
actual frets, 

TP the por-one fm tc combine the deSly revenve in one 
book, an’ te contre? the Visdters Books, this can be easily 
acktoved by cther wctnt ané organized methods of accounting, 
A Great Burden ic laid on the Cashier 

\ Casters Job {9 restricted to the recsd:t anc payment 
of cash an@ ths secountabt]1ty for the daily cash balanes, 

‘Tn Joddad Sueteme, he Cashter te overburdened with 
accounting werk, ofgnatures, safe depos! t and eustedy of 
promisacry notes and dectments of value, [iis safe leoks 
like a steFercen of documents and papers, scre of which are 
nany yoars cld, 

Duplicate Beck: and Humorous Sfmnetures 

The old concertion of centre] characterising governmental 
accounting systene and procedures in the Kear Eavt in keeping 
duplionte teoks, ant requiring mmerous signatures on docunents, 
is becoming rather obsclete and inefficient, This procedure 
takes nore time, and involves nore bockkeering work. 

by Reoping the oftisen wetting until 01) recomis ani 
signatures are completed, tine and efficiency are vaste, 


D, Regivtration of Brrors 


The Visitors Zooks are checked by » opecial departnent, 


ond the errors tranamitted to a elerk housed in the Day Book 
Department, who posts then on a Diserepancies Book in vaich 
a page 1s allocated for cach merchant. These amounts are 
then posted on special Visitors looks and forvarded to the 
Cashier for collection from the merchauta concerned, 

Pooks aud Yorns in Use 


1 


2 


" Dhe Dax Zook: “Daftar Kl-imwdyat" Refer to Porm No, 13, 


Appendix A 

The informetion contained in the Visitors Dooke is 
copled to this Day Book, ‘This includes voucher refer- 
ences, wolght, class, value, analysis of duty paid and 
tote] duty. 

This book is totaled daily, and the totals are 
brought forvand to the noxt duy until the end of the 
month. 

Bach day the transactions are suenarized under the 
different subheadings of reverme and the summary recorded 
after the last transaction of the day. 

The Deily Stetemont: "Albayan Al-lawad" Hefer to Porm 
Wo. 1, Appendix A 

This statement is prepared from the summary of dafly 
transactions as ghown in the Day Book, !t shows the total 
of each category of revomme, The grand total should agree 
with the total daily reveme, Jt is transmitted to the 
District Accountant to be posted on the Analysis books, 
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_ of Finance. These are not recorded as paynents, 
Some of those paynonts are over a year old, 


C, Actual cash received in som: instances does mt appear among 
the receipts 


D 


‘The Srregularity 4p inherent in the systen iteelf. 
When @ promissory note is given by the merchant, it is 
treated as a cash receipt, Sut, when the merchant pays 
his promissory nete in cash at the due date, no entry is 
made in the Cash Book or Temporary Seok as otherwise the 
same receipt would be recorded twice. This also disturbs 
the cash balance and complicates the cash position. 
Deposits and Sandercle Reesipts 

Separate books are kept to record cash receipts for 
deposits and sales of stamps. The actual cash is, however, 
physically dumped with the general cash. This makes the 
control of the eash balance more diffieult, 
Opportunity for Misappropriation of cash 

Oving to the irregularities described in the previous 
paragraphs, there is no proper record to show the actual 
cash balance on hand, 

This state of affairs gives the Cashier a wide oppor- 
tunity te misappropriate the cash. With collusion between 
the Cashier and the Accountant, large defalcations of eash 
can be made and romain undiscovered for an indefinite 
period until proper contro] is made, 

I have discussed this situation with the Cashier and 
he has honestly admitted thet if he wanted to misappropriate 


Pe 







cash, he could easily do that, 

It is true thet the daily cash balance can be ascer- 
tained by calculation and by taking on inventory of the 
safe, ‘This is, hovever, a tedious job which requires a let 
of time and effort, and looks quite impractical. I was 
told that some kind of ensh taking was made about six 
months ago, but that no effective one has been made for 
years, 

Irregularity of Letters of Credit and Credit Notes 

In ny opinion, the practice followed by the Ministry 
of Finance of issuing ordere or letters of Credit in favor 
of merchants te be utilised in the payment of Customs duty 
is quite irregular, 

The Cashier makes no record of part utilisations of 
credits except as an endorsement at the back of the Letter 
of Credit, The transaction is recorded and submitted to 
the Ministry of Finance cnly when the vhole credit 1s ex 
havsted, This may last months or years, In one instance 
I observed that a merchant was given a credit of 92350,000 
out of which only 58197,067 were used over a considerable 
period, ‘The only records made for the 52197,067 ware en- 
dorsements at the back of the letter, 

Such a procedure throve an extra burden of wrk on the 
Cashier, It renders the transaction cpen to manipulation 
and abuse, 


I, 
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Outstanding terrorary payments 

The Cashier hes in his safe temporary payments un 
recorded on the bocks extending in some cases to pariods 
exceeding one year, These are considerable in amount, 

Temporary payments, vhon allowed in exceptional eir- 
cumstances, should not exten! beyond a month before being 
cleared, They complicate the cash situstion, and in the 
case of Jidtah Customs, if the vouchers are lost, or the 
CasbLer chooses to deotrey then, this would escape mtice 
ani detection, 

Cheeking of Visitera Books untinely 

At present, the Visitors Bocke are checked only after 
the transcetion {5 completed ard the goods cleared out of 
Customs, Errors are thus discovered after the merehant 
bas priced and perhaps deposed of bis goods, 

The number of errors found and the appointment of a 
special clerk just to reoord these errors show that those 
making the calculations are weak or careless or both. It 
is an acknowledgment that these errors cannot be avoided, 
Why should this be the case? Casual infrecuent errors may 
take place, but continuous errore shovld not be tolerated. 
Duty on Covernment imported materials is not ordinary reveme 

liven if as a matter of policy duty is calculated on 
Government imported naterials, I cannot gee the reasons for 
ineluding sueh duty among tho cach reeeipte, 

A separate record cam be made of such imported materials 
and the charges allocated ty transfer entries in the books 
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the Visitors Decks In preparing the aumeary, the data has 
tba rare ser Sh pera Dads This 
talus grt dal of tne diy | 

‘This can be avoided by the use of « Columar Day Book 
suitably lined, 

K, Duplicate looks, mumerous signatures, duplicate records 
could be dispenved vith 

There are a mumber of instances where duplicate books 
are kept. ‘The Cashier keeps a Notes Receivable Book and 
a Deposits Book, siniler to those kept by the District 
Accountant. 

The details on the Visdtors Books are copied word for 
word to books kept by the Day Book Department ond the 
Covermont Imported Materials Department, There is nore 
than one book for the analysis of revome, Moreover, at 
the end of ench month exact copies of the Bank Bock, the 
Sook of Temporary Transactions, the Sxexption Sook, the 
Bock for Svbassies and Consulates, the Register for 
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Govermment imported materials and other books, are prepared 
and forwarded to the Area Accounts Department or Ministry 
of Finance, 

This involyes a lot of extra labor and is really a 
dupliontion of work, Duplicate Books should be canceled 
in most instances, Summaries may be substituted for exact 
copies, The use of Import Declarations vith multiple copies 
to replace the Visitors Books wuld help to convey the re- 
quired information te the Departments concerned without 
recourse te the preparation of exet copies at the end of 
the month. 

Similarly, it is not neosssary for the Director of 
Customs to sfpn each docunent, 
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AS @ result of my study cf the Accounts system and procedure 
of Jeddah Customs, and in the light of tho rewurks and criticians 
sot forth in Part Il ef this report, 1 take pleasure in oulmitting 
the following recommendations which in ay opinion will jrevide an 
immediate romedy to the unbealthy situation vhich exists at the 
present time, rtp an 

Ls ‘GnsdalahAlarich greta fon pert psp Habe. 
with the general accounting systen cf the liadJas Customs Area and 
that of the Minkstey of Yinaneo, my recomendations are desi ,nod 
te correct the existing defects in acoordance with generally ac- 
coyted and onganised principles and procedures, without in any 
way disturbing that link or relation, 

Suangeratslendshainahaantesiientiens 
ani changes designed to provide @ clear and organised reocrd for 
cash and qpedit transactions, to permit verifiention and control, 
and to minimise the opportuaities for errors an’ improper aanipuls- 
tions, 


1, The Separation of Gagh Aneodpte from Other Kinds of Receipts 
The present aysten of soocréing cash reseipts and mm 
cash regedpts in the Cash dock should be discontimued ine 
rodiately, 
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The use of the Cash Dook should be confined to actual 
cash reeetrts only, The Cash Book should show the defly 
cash balance on hand, — 

Non-cash receipts should be entered on a separate register. 
The Adoption of a Mew Procedure to Record Cash Receipts 

The Cash Rook anc! the Hook of Temporary Transactions 
(Appendix A, Forms 2 and 1) are to be discontimod, The 
following procedure ie to be adopted: 

A, Where payrent is to be made in cach, the Visitere Book 
should be endorsed with the word "Carh", by the use of 
a rubber stamp, 

B. A receipt voucher fs to be prepared in the came way a3 
before, exeert thet tue copies aro te be rade (one to 
SE ean Cae eae 
te the Cach/tlevt feeretey’on the Cash Debt) The 
Cash Receipts Clerk should be housed in the sane room 
compiled by the Cashter, 

C, The “ashier recstves the money, oigne the receipt and 
hands {t over te the merchent, It is not necessary for 
the recetrt te be signed by the Director of Customs, ote, 

D. ‘The Cashter posts tho reesipt on the Return of Dally 
Cach Regeipts (refer to new Form No, 1, Appendix B), 

R. Tho Cash Bock Clerk posts the ‘uplicate reoetpt on the 
Gash Reeeinte Bock (refer to Porm No, 2, Appentix 8) 
under the appropriate column, 

PF, Reeeipte of cash wt arising ont of duty payments such 
ar deposits, Pandercle Receipts, Notes Mecofvable, and 


oa ® 
~%~. 
sundries, would be treated in the same way ac duty 
reesipts lut wulk be posted to their appropriate ool- 
want in the Cash Books 6 ch hr te 

Ge ‘tithe end of the day, the Cashier totals the Return of 
Daily Cash Receipts and reconciles it vith the total re 
ceipte shown on the Cash Beck, Sy deducting the payments 
at the bottom cf the retatyn, he obtains his daily cash 
delance on hand which should be verified with an actual 
counts 

KH. The Cashier thon submite the origina) copy of the Seturn 
of Oadly Cah Receipts with supporting vouchers to the 
District Accountant for checking am! eontre] purposes, 
He keeps one copy in his book, 

1, The Gagh Book Clerk also totals his Cash Bock daily and 
prepares the Sash Swaary shown on the left hand lower 
Side cf the Cash Jock, The balance should agree with the 
Canhier's Daily Cash iotura, 

J. The different totals for receipts on account of Depoaite, 
Noten Receivable, Bandercle and Sundries sheuld then be 
reconefled and agreod with ‘heir respective ledgers, now 
kept by the District Accountant, This reeone!listi n is 
to be made on the proper form which 1 have designed (refer 

te Fors Nios &, Appendix B), 

11], A thw Syste for Recording Cash Yaymonte 

The following procedure ie recommended for cash paymento. 

Ae AlL paymenta should first be recorded on a Cash Payment 
Voucher to be duly authorised, ven paymentr of cash to 


N. 


Pr. 


% 7+ 4 
the Bank sheuld be ccvared ty « Payment Vouchor, These 
Veuchere are to te mubered cerially, Cash /aynent 
Vouchers are to be prepared by « clerk other than the 
Cashier, ‘ 
After ceeuring tho reeeiver's sipneturo, the Ceshfer poste 
the transaction en the Return of Daily Cash Levante (refer 
to Perm lic, 3, Appendix 5). 
A copy of the Cash Paynont Vouchor 49 to be passed to the 
Cash Bock Clerk for entry om the ‘ach Payments Book (refer 
to Torn Noy 4, Appentiz 5). 
At the end of the day the Cashier adds bis heturn of Daily 
Cash Payments ard forverts ¢ cory of this retura tc the 
Moetrict Acecuntent together with the supporting vouchers. 
The Cagh Book “lerk also edd the Cash Faymonte Pook daily. 
It 4s checked and reconciled with the Peturn of Cach Faye 
nents received frou the Cashier, 
The Cosh Payments Bock fe provided with columns for the 
different types of payments, These shculd be recenciled 
daily with the appropriate books and ledgere kept by the 
Metrlet Accountant by using the latly Reconciliation Sheet. 


You Preeedhire fer Yecorting Mone vas! Ovty *-verne 


Curtome duty settled in a mamer other than the paynont of 


cash 18 to be treated as follower 


As 


3, 


The Visiters Book 4s to be enioresd with the word "Credit" 
by the use of a rubber stamp. 

A special reertpt 1s te bo ised to the merchants Sgceint 
for Qustoan Reem abhor thay Gaah (refer te For los 5, 
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"> Ips 8), “WSegg' He Ge wont to the clerk tine 
(Ws Wait cP Wann, "Ths roontyt woke us the mor 

SOUR BOG: “sate Nis'gocke Ts'o cane vay as 8 

"Gash Reeoipt where cash ds paid, Tt should be countersigned 

¢ te in i i needy te the iat of 

¥ | es ths ae di Gash Urofer bo Team Wo, 6, 
appandiix 8). Ss Hite Uta aeiy at the original 

Were aa US MAA Neccuntant, 
D, The Book of Dally Reverme (refer to Porn No. 7, Appendix B) 


WS HAE bythe cash Bock Clerk, should bo filled dn fron 


tHe Bupllcate tloesipts, “this can be ebocked next day with 

NGG HAA Spectad columns for the éifferent kinds of settle 
ai ail inkl Elvi 
peddls, "dte, “TE Ae also provided With a oclunn for Cash 
dete" TW He maine, the Total ‘eluan v2 show the 

“ete ey Foams facing ash rovers —- 

Re The Wifarint totes appanring at the botton cf wach column 
fa Bee of OLY hovense sheuld be reoonctled with the 
ond : na Wi Tedgors kept by the District wed i es 
a ed rn a 
“Wek, that of the Notes Meesivable Colum vith the debit 

site 6f tte Tots Teectvuble Book, ant co on, the Grant 
otal Weld bv rocimetted’ vith the Day Hook, Anaiyats Books 
unt the Dilly RecttietMatien Shoot, 
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V, The Treatment of Hotes Receivable 
The Hotes Hecetwable Book kept ty the Cashler {9 to be 
Gisoontimed, That kept by the District Accountant is suffi~ 
cient. 
Vi, Treatment, of Goverment Imported haterials ' 
Although this Department needs reorganiation, 1 believe 
the issue is not urgent, Transactions may be recorded as be 
fore, tut no cash reooipt is te be iseued, They are to be 
treated as Non-Cash Nevemme as explained in paragraph Ko, IV 
SUPT. 
VII, Banderole Keosipts 
These are to be treated as ordinary Cash Receipts, 1% is 
not necessary to wake spocial receipt vouchers for stamp sales, 
They are posted te the appropriate colwm in the Cesh book, 
Any reports required by the Ministry of Finance can be extracted 
from the Cash Book, The Books now kept are not essential, Ali 
thet is required is a simple ledger for the recording of re- 
ceipts, sales and stock on hand, 
VIII, letters of Credit and Credit Urders te be Disoatimed 
As explained in Fart 1] of this report, the practice of 
issuing letters of credit entitling merchants tc utilize such 
credit in the paysant of duty is to be discontimed, ‘The 
complicaticns and dangers of this procedure have already been 
exposed. 
The moana of payment should be simple and fixed, 1f the 
worehant is a crediter of the Goverment, there are other 


methods for repaynent, 
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TH, Hotes Moats to be Crndiely DMoomuraged 


i. 


il, 


“In ty opinion, notes recetveble shewld not be allowed ae 

& means for the payment of duty. They involve unnecessary — 
adeounting work, risk and suspense, 
he Gostems Department 1s not a credit agency. ‘The fin- 
anting of imports fs a job thet rests with the banks who are 
in a better position to perform this service aguinst « reason~ 
able gammisston as is the usual preetice in other parts of the 
wrld, 

If, however, policy and custom have been responsible for 
the introduction of such a procedure in the past, T recommend 
that stope be taker to discourage this practice gradually in 
erder te eliminate ft in the near future, 

Terporary Paywents to be Cleared 

In Part IY of this report it waz pointed out thet the each 
safe contained « muxber of vouchers representing temporary 
payments stil? unrecorded én the books, In addition to the 
fpregulerity of such payments which have been outstanding for 
& long tins, the danger of loss or willful destruction makes 
it imperative te mike an offfieda] list of euch payments and 
to clear them ones for all, 

A Pre-iudit of the Visiters ook to be Made 

‘The procedure of checking the Visiters Becks after the goods 
are cleared aker it difficult and often unfeir to follow up 
the nerchant after he has taken delivery or perhaps sold the 

‘To be effective, the checking is to be made before the 


anata, Onlvertauetely, thle ic ot pooslile viewe a qe 








Visitors eoks are present d to the Cashior for laywent. There 
ie mo excuse for repeated errors, There is mo neod for having 
a Diserepancies Yeck end s special clerk for keeping it, The 
@rors should be found and corrected on the spot before the 
transaction is completed, 
XT. The Form of Day Sook to be inenled 
I wontioned in fart 11 of this report, item IleJ, thet the 


form of Day book inte whieh the Vieiters dooks are copied is not 


guitable for avalysis and susmary purposes. 

I recommen: (bat a olwmar Day book be introduced, with 
Separate colwans fcr tho different headings and subheadings 
of revenue, The date would be posted directly te the appro. 
priate columns, When totalled at the em eo: the day, the 
columus autowetically give a swmary and an acalyais vitiout 
Peoourse tc rearrangement end analysis, ‘This saves Line and 
offort. 

AIT. Gopies and uplicstions to be Reduced, Amendment of Visitors 
ook 

i pointed out in Fart i] of this report, item ill, that 
the dupiicutions mow made ould Le dispensed wi the 

Thig oun ve adhieved by substituting the bound Visiters 
Hooks now in wae with Import Deglaraticns which can be prepared 
ia several copies au! disiriluted te the Lepartments concorned, 

XIV. The Deily Aeconsiliaticn 

One of the essential Soatures of uw good accounting aysten 
da the provision for a trial balancs to be propared in onier te 
detect errors of posting or entry on the different books or ace 
counts, Unfortunately, this ie net possible vhere a single 






entry cr cash system is in use as is the case with the Customs 
Aeeounte, 
To moet this handicap, I have devised a single datly recon- 
eiliation statement, a specimen of which is attached to tlds 
report in Appendix B, Porm No. & This provides eccurate contre] 
over the main becks of original entry, namely the Cash Sooke 
ami the Day Sooke, and the different subsidiary ledgers, ‘ach 
duy the Inspector or District Aceountant goes around ani ob- 
tains the daily detdt and eredit totals from each ledger or 
Journal bookkeeper, lie cbtaina their oiguetures opposite the 
respective figures on the Reconciliation Statement, ‘This 














ingures that the books are kept up-tosdate and serves to local- 
ine and allocate the responsibility for errors, After filling 
in the totale of the Cash Books and Day Books, the total debits 





ami total credits at the bettom of the Reconciliation Sheet 
shld agree, If thoy do not agree, then there is an error 
wileh can bo apsily localised and corrected, 

In fact, this Reconciliation Sheet converts the single 
entry records to a daily double entry trial balance, This is 
perbaps en innovation in Customs Accounting procedures, Howe 
ever, it is easy to understand, simple to prepare, extremely 
valuable and esvential for purposes of control, It has the 
advantages of double entry accounting. 

XV. Cenelusion 

Finally, I feel it in my professional duty to give to 

those concerned a danger signal about the unhoalthy and serious 












sitwation prevailing with the Customs Acgounts which calls 
for urgent treatment, 

The recommendations embodied in this report, taking Into 
account the present clreumstances and state of affairs, prow 
vide, to the best of ay Imowledge, 2 camprehensive diagnosis 
and on innediate remedy, 
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MEMORANDUM OF CONFERENCE: 


2. The Conference, 

Mr. Dunaway skaxktmd made an opening remark of appology for not 
being able, because of his new responsibilities as Acting U.S. Cantry 
Director of T.C.A in Saud! Arabia, to meet with the Customs Comittee 
for the last few months to follow up the recommendations on customs 
reform and work on a new set of regulations, He nevertheless was following 
developments through Mr. Kennedyls constant contact and meetings with them, 

Mr, Dunaway asked about the status of the draft form of the 

he and the Committee had worked on so 

BIT] of Entry which/wesxwexkexxenxwexy |aboriously some months acaof 
frnxthnexAohx Bameahkrhemxmxnixinte and which had been submitted to the 
ihintstry of Finance for approval and printing. The answer was that the 
form was stlll tn the hands of the Ministry of Finance; aad that Custms 
had sent several letters requesting them to hurry up the printing; and 
that that was all they could dostuxtkatx Mr. Dunaway Inquired whether 
It was proper for him, and whether it would be satisfactory with them, 
tx to ralse this question with the Deputy Minister of Finance or 
the Assistant Deputy Minister of Finance on his next visit to them, 


The answer was in the affirmative. 


Shalkh Noh®d, Nur Introduced the draft regulations prepared by 
the Committee. He sald that as it Is now It represents an amended form 
tax of the regulations drafted and presented for approval over two years 
aco. The amendments have taken into consideration the Rax Tar!ff Ordinance 
of 1372, the reports submitted by Mr. Dunaway, the agreements reached 
In the conferences held with the American Experts, and new developments, 
Amxoumkmmexnx incidents and problems that have arisen in thelr practical 


experlence in dealing with customs, The director General stressed on the 


urgency to publish this document because the Higher Authorities have 
been holding the publication of the Customs Ordinance until the 
reguletions were ready to be published and issued together. Because 
of that urgency, he expressed the Intention of customs to go ahead In 
the publication of the regulations and to put them Into effect as 
soon es possible. X In the meantime, and when the Ordinance and 
Requletions are translated Into English, the American Experts can 
to customs them 
patrk present/thelr recommendations for amending/both mixtkess 
ta which they shall consider. If, at that time, emdy any amendment 
Is deemed necessary either to the Ordinance or Regulations, it 


shall be presented to the authorities concerned for Issuance, 





Arthur 3, Young 
John A, Dumawmy, Customs Advisor 
~ SUBJECT: Monthly Operations Report 


T aubmitted on August 6 0 draft of a propoeed Customs Regulation 
% permit the examination of ani eoliecticn «f duty om bagage of pasvenm 
gers arriving by sea and afr at the time ani plaoe of arrival, This was 
submitted to the Sandi Government Linton: Officer but due to the lack of 
adequate translating staff, the proposed regulation has not as yot reached 
the Ministry of Finance, 


T algo have ready for cutmissicn a report on the operations of the 
company in charge of cargo hailing at the ort of Jidda calling attention 
to deficlensies in methods of tallying, reoording and reporting packages 
of merchandise, This report hac bean withheld due to ecngestion of wrk 
in the translating section, 


T am working on an analysis cf the schedule of chargor collected by 
the Port Authority, This report will te resdy for subelasion in the near 
future, 


There has been no indiesticn of Narther ecnsideraticn by the Ministry 
of Finance of the recommendations nade in the Preliminary Report of May 26, 
Such consideration is nct expected until the report of the Tariff Advisor 
has roached the Ministry of Pinanee, since the proposed Tariff Act carries 
the adminirtrative provisions implementing the recenmenioticns of ry re- 
port on procedure, mitiple taxation, otc, 


In addition to the retarding offect of ‘nadequate translation, the 
present pilgrim season lms so ccoupied the tine of the Customs staff that 
attempts te confer on varicus probloms connected with Customs administra~ 
tion have been fruitless, 


bo 


Joh A, Dunaway 










GONPIDENTI L July 25, 1952 


CUSTOMS ADMINISTRATION 
Progress Report for July, 1952 


The preliminary report, dated liey 28, 1952 making certain recom 
mendations, mostly of a procedurel nature was the subject of a con- 
ference with the Minister of finance in ‘\iyadh from July 16 to 18 
inclusive, Dr, Young, lir. Kennedy and I took part in the conference 
while the “irector General of Customs and the Secretary to the 
Minister represented the Minister, While most of the important 
recommendations were accepted in principle by the Government repre- 
sentatives, before implementation these mst all be approved by « 
council of higher authorities, probably including L.f.li, the Crown 
Prince, 

In any case, such of the recommendations as ere finally approved 
will need new regulations, orders end instructions, exeept the 
recomendations which have been incorporated in the administrative 
section of the tariff law which Mir, Kennedy has drafted with my 
advice and assistance. 

As promised in the preliminary report, 1 have drafted a proposal 
for the organization of e central customs administration which will 
be submitted when the trenslation is complete, 

On return from Kiyadh, I found that none of the promised improves 
ments in procedure had been made by the Jidde Port Authority, hence 
I have prepared a report with definite recommendations for improvement, 
If these moet with approval a considerable handicap to customs and 
consignees should be removed, 





jir, Izgzidene, the expert accountant, has finished his study 
of the customs accounting system. ils findings confirm my views as 
to the inadequacy of the accounts. Unfortunately since Mr, Izzidene 
has so many irons in the fire in connection with his reguler official 
end private work, the organization of the Monetary Agency and the 
Commercial School, it may take him sever#l months to design and 


install the new syster. 
6vU 
Jon) A. Dunaway 
Customs Advisor 


|. Se 





July 24, 19562 


REPORT FOR CUARTER ENDING JUNE 30, 1952 





CUSTOMS ADMINISTRATION 


During the quarter the Customs Advisor, in cooperation with 
Mr, Kennedy, continued the study of the operations of the Port 
of Jidda. In the course of the study almost daily conferences 
were held with the Director of the Hejaz Customs District and 
the senior officials of the Port and with Hilmy Bey, the Egyp- 
tian customs expert. 


As a result of this study a preliminary report was prepared 
and submitted on May 18 in which several specific recommenda- 
tions were made, for the moat part toward simplification of 
procedure, improvement in method of valuation, the removal of 
certain discriminatory practices and for the reorganization of 
the present inadecuate accounting system. There were also recom- 
mendations for elimination of multiple tax rates, excessive use 
of revenue stamps and of oredits which are being advanced to 
merchants by delivery of goods on the undertaking to pay duties 
at some future time, 


The atudy also included the operations of the private com- 
pany operating the new Jidda pier with particular attention to 
the defects in cheeking and recording cargoes. 


In the quarter under review I also cooperated with Mr. Ken- 
nedy in drafting a new teriff law in which many of the proposed 
procedural chanjes will be incorporated. 


Due to insufficient translating staff the preliminary report 
of May 28 was not ready for submission to the Government at the 
end of the ouarter, 


47 
t Ae Dunaway 
Cugtons /dvisor 


ad uo 
CONFIDENTIAL June 25, 1952 


CUSTOMS ADMINISTRATION: Report for the period April 7 
to June 25, 1952 


During the period under review I continued to study the 
routine operations of the Port of Jidda, perticularly those having 
to do with imports, While the study was largely of procedure 
involved in clearing import goods customs, it necessarily 
involved attention to collateral services such as accounting, ware- 
housing, inspection, assessment and control, 


In the absence of a staff member in accounting, it was 
suggested to the Ministry of Finance that an expert accountant 
now in the employ of the Government be assigned to devise and in- 
stall an adequate accounting system for the whole customs service, 
The ey oe was favorably acted upon and Mr, Fuad Izzadin, who 
is on leave of absence as head of the accounting department of the 
American University of Beirut, has undertaken this work, I have 
conferred with him on the sort of accounting system which will 
meet the requirements, When the new system is ready for use 7 
anticipate that the aid of accountants will be necessary to install 
it and train the staff in its use, at least in the major ports, 


In the early part of May a conference was held with H,8, 
the Minister of Finance who urged the early submission of some 
sort of report on customs administration as well as on the tariff, 
He intimated that considerable pressure was being exerted on him 
for improvement in customs and he considered it advisable to have 
such suggestions as the study justified, even though incomplete. 
He likewise asked consideration be given to the matter of a free 
port or free trade zone, In regard to the latter suggestion, I 
outlined briefly the operations of a free port and the circun- 
stances necessary for its success and suggested further that, so 
far as I understood the physical layout of the principal ports and 
the pattern of trade in this part of the world, I doubted a free 

ort would bring the benefits he seemed to expect but that I would 
ook into the matter more fully as opportunity afforded, 


Acting on the Minister's request, a preliminary report was 
prepared under date of May 28, However, as of today's date this 
report has not been submitted to the sad due to the slowness in 
translation, It should be borne in mind that translation from 

ish into Arabic, and vice versa, offers considerable diffi- 
ty, particularly when the subject matter 1s of a technical 
nature, 





The preliminary report is concerned mainly with customs 
procedure and formalities but it covers certain features of tax 
legislation which affect administration, especially multiple 
taxation and the excessive use of revenue stamps, It likewise 
touches upon the unsatisfactory method of valuation, end handling, 
storing end recording of import goods, 


Since completing the preliminary report I have spent 
considerable time aiding the translators, especially in their 
understanding of the meaning of the Bnglf sh, in conferring with Mr, 
Kennedy on tariff matters and in ae @ report on the organi- 
zation of a national customs service, This latter report should 
be ready for submission within a month, 


M~ A beconre 
J A, Dunaway f 
Cistoms Advisor 





MEMORANDUM TO: Mr. Sadek Bey Musseini 
PROM: Dr, Samuel S. Stratton 


T enclose for your transmittal to the Saudi Arabian 
Government a “Preliminary Report on Customs Administration.” 


Samuel 5, Stratton 
U. 5. Director of Technical 
Cooperation in Saudi Arabia 
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Jidéda, Saudi Arabia 


June 12, 1952. 


Your Excellency: 

The enclosed report has been prepared by our 
Customs Advisor, ir. John A, Dunaway, under the 
general direction of Dr. Arthur N, Young, Chief of the 
Finance Mission of Point 4. I have the honor to submit 
it to Your Excellency with my general approval. 

Accept, Excellency, the renewed assurances of my 
most distinguished consideration. 

Very truly yours, 


Samuel S. Stratton 
U. 8. Director of Technical 
Cooperation in Saudi Arabia 


Jidda 
May 28, 1952 





His Excellency Shaikh Abdullah Sulaiman 
Riyauh of *inance 
Your Excellency: 

As desired by Your Excellency, Mr, Dunaway is 
submitting to you a preliminary report on customs ad- 
ministration, Mr, Dunaway, with the help of Mr, 
Kennedy, has carefully studied the problems, I fully 
support his recommendations, and believe that early 
action by the Government to place them in effect is 
desirable because it will simplify the work of the 
officials and the importers, improve fiscal control 
and in general permit the progress of Saudi Arabia's 
foreign trade, 

Respectfully yours 


Ud... 


Arthur N, 
Financial Advisor 


Ree 
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Jidda 





May 28, 1952 
His Penge heikh Abdulleh Sulaiman 
7: ° e of the Kingdom of Seudi Arabie 


Your Excellency: 


I have the honor to submit herewith e Preliminary 
Report on Customs Administration, The studies on which 
8 report 1s based have been made at Your “xcellency's 
request and under the general guidance of the Financial 
Advisor, Mr, Arthur N, Young. 


This report covers certain phases of aduinistration 
and procedure relating to the importation of 5s at the 
Port of Jidda, and some features of tax legislation which 
directly affoot tariff administration, The report is 
based on study and observation of the routine operations 
and exemination of some of the more important documents, 
It 18 not concerned with other 8 of administration 
connected with coast-wise shi 8, alr-freight, 
percel eo statistics, transit fle, transhi 8, 
and free trade zones, All of these pettia, Me will be con- 
sidered in subsequent reports, However, the most funde- 
mentally important problem for future consideration is 
that of the organization and functi of a national 


customs administration, I so to et my attention 
to this problem in the fmnett ave future, 


I have the honor to be, Your Excellency, 


Very truly yours, 
a a , Silagectaiiaas 


A, Dunaway 
Customs Advisor 





CUSTOMS ADMINISTRATION 


A Preliminery Report To 


His Excellency Sheikh Abdulleh Sulaiman 
Minister of Finance of the 
Kingdom of Saudi Arabia 


Technical Cooperation Administration 
Jidda, Seudi Arabia 
May 28, 1952 
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PRELIMINARY REPORT OW 


INTRODUCTION 


In considering the administration of the tariff with a view to 

possible improvement, certain basic assumptions have been kept in 

nd as @ guide and criterion, It is assumed that the policy of the 
Government in re to taxation of imports is and will be expressed 
in the rates of at in the tariff, Certainly the Govern- 
ment destres: shat tariff lew be administered with fairness and 
equity, which demand that a tex be uniformly assessed and collected, 
This means so far as taxes on imports is concerned that the exact 
rates of duty prescribed on perticular article must be collected 
whenever or wherever the article is imported, so long as tho rate 
remains in effect, Judged by this criterion, to the extent thet 
customs collection deviates in practice from the exact rate pre~ 
scribed it renders a disservice to the state by causing an inequit- 
able distribution of the intended tax burden. 


There are several factors which determine the efficiency and 
adequacy of a customs service, tho principal ones being the tariff 
law and the regulations estabiishing the procedure to be followed in 
executing the law, the organisation which controls and supervises the 
adulnistration, and fi the aptitudes, abilities and devotion to 
duty of the officials and employees, 


1, PRBSENT CUSTOMS PROGEDURB 


A customs administration is cherged with the responsibility for 
collecting taxes on imported goods at rates proscribed in the tariff 
law, To accomplish this purpose there are several necess oper- 
ations which are generally referred to as "formalities" or “procedure.” 
It is obviously to the benefit of the Government and the importer 
alike to keep these as simple end direct as possible, consistent with 
safeguarding Yovernment revenue and the interest of the importers, 

A procedure wiich is longer and more complicated than necessery not 
y adds to the cost of the goods to the merchant as well as the 
consumer and increases the cost of collection to the Government, but 

does not add a single qirsh to the Government revenue, 


In order to put the matter in proper perspective it will be 
helpful to consider the various steps in the present procedure in- 
volved in clearing imports at the Port of Jidda, The following 
outline was furnished by the Acting Director, 


". 


% 


4. 


7 


10, 


of treating dutiable goods from the start 
until leaving the customs gate, 





The merchant uust present to the Customs the following documents:- 


( Delty with 
Oy ga tt of (A)S0R) three Saud! qieane etsy two end 


pt ay 


(b) True involee stating the price and expenses of the goods 
up to the port of destination ((.1.?.). 


(¢) Import license from the Licenses Office, 


(d) Liteense for selling medicines, or hunting weapons, or 
for importing tobacco and cigarette paper, if any of 
these items are anong the goods, and by is in addition 
to the license mentioned fn Peragraph © 


After that, he should call at the Manifest Office to have his 
delivery order certified to be identical with the manifest, 


Thon he goes to the stores ~ to get signature of the availability 
of the goods and that it complies with the delivery order. 


He returns to the Director of the Customs (Technical Assistant) 
to transfer him to « Visitor to examine part or all of his goods 
and to withdraw the involee from him, 


Then he goes to the Chief Controller to indicate him « controller 
who would join the visitor in the examination, 


He passes to the daily books room to teke a vieiter book and then 
goes to where the visitor and controller are in the stores to 
have the goods examined, 


He returns to the Chief Controller to compare whet has been 
registered by the Visitor and Controller with the original invoice 


Then he goss to the Betimation Department - to estimate his goods 
and write down the duty on it, 


to the Customs Director (The Technical Assistant) to 
ae 1 that to him en4 to get his epproval on same, 


He to the to the tote) re- 
atisen ree ~ Aa computers to compute duty 


1l, He goes to the cashier to pay the duty. 


12, Then he goes to the cashier's a to get the receipt on whlch 
he puts stanps amounting to ( ) qirah, 


13, Then to the clerk of the release permits to get the release 
permit according to details written in the Visitor's book, 
after putting staups amounting to (5/623) Saudi girsh. 


14, He goes then to the stores, The storekeeper withdraws the 
situy tacit very order) from him and signs the release permit. 


15, Then to the Central Accountant to sign after making mre of the 
ecouracy of the release permit ec g to the regulations. 


16, Then " the Direetor of the Guards (The Technical Assistant) to 
sign it, 

17. Thon to the Port Authorities to psy the fees and port charges. 

16, Then to the stores to carry the goods out, 


19, Then to the gate keepers to check the release perult and release 
the goods accordingly. 


“As for the doowsents, they are kept as follows: 


1, Invoices in the Ustination Department 
2, Delivery orders (sitay) with storekeepers, 


5. Visitor books in the journal section atteched 
to the Centrel Accounting department, and at 
the end of overy month they should be 
collected and delivered to the ehecking dopart- 
ment with a statement covering all the contents, 


4, Slips - to be kept with the concerned employee 
and then delivered to the General Accounting 
Department to be kept in store," 


The above remime gives a fairly accurate pleture of the formali- 
ties involved in eee rae Thile it shows that the proeedure 
and formalities consti & —s and complicated » Lt does not 


In considering the pe seamen: of improvement in this procedure, 
certain phases fu detafled and extended comment, The assessing, 
collecting and accounting for customs revenue involves the use of 
various documents, One of the most important documents contains the 
detailed data relating to each consi such as description of the 
goods, quantities, values, rates of duty, duties and other fees and 
charges, In the faudt Arabien customs all these data are compiled in 
what {s known as the "Visitor's Book," upon which all operations in- 
volved in clearing goods center and depend, In order to make clear 
the dissdventages involved in this method of documentation, it will be 
helpful to describe this book and the procedure which its use entails. 


The book contains 10 sheets of large columnar paper which gives 
20 pages of usuable space. The books are printed by the Government and 
furnished free to the importer, ‘They are serially numbered and are 
issued to the consignees against receipt. The details of the consign- 
nent of the first user are written on the first page and, when the 
perticular consignment is cleared, the book is issued to enother eon- 
signee and so on until there is no more space in the book, At the end 
of the month all books, whether complotely used or not, are recalled 
and now books are issued for the next month, The deted 
to forty different const te are carried in one book, depending on 
elroumstances, ho entries ere all made with the pen, There are no 
duplicate copies made of the data for each consignment, 


Under this system some operations such as verification, whieh 
should be done concurrently, cannot begin until the first of the follovw- 
ing month and this deley greatly reduces the value of the reports of 
the verification department, This topic will be treated at greater 
length later in this report, 


The details forming the basis of general accounts must be taken 
from the Visitor's Book and sinee there is one copy only, the procedure 
of clearing must be del while the Visotor's Sook is referred to the 
accounting department, cashier also uses the visitor's book as a 
source of entries in the cash book, issuing cash receipts and releases 
of goods to consignee, fliowever, when the general accounts and the 
cashier's accounts are audited the origi documents forming the basis 
of the accounts are not avallable, Also, since as meny as 40 different 
consi gnees use the sane book, each consignee has access to inform- 
ation as to business of other importers, Such information shoulé 
be held strictly confidential, 


As it ts impossible to file in one place all the documents re~ 
lating to each consignment, it becomes an almost impossible task to 
i le all the required data in case 1t becomes neces to 

vestigate a particular consigneent, The financial reports of a 

Port oh should be rendered poriodically to the central adminis- 
tration, cannot be supported by the original documents on which duties, 
feos and charges wore collect except by depriving the Port of its 
essential records, Likewise, since there {s only one copy of the revord 
showing values, quantities, and classes of serchendise ted, it 
must be used for both verification and for statiatles, which means 
that one or the other.of the operations {s delayed while the other is 
being attended to, 


AL, PHOPOSLL PROCELURE 


- All these disadvantages 
can be el ted and se positive benefits secured substi-~ 
tution of a “bill of entry” for the visitor's book, Tho bill of 


entry, or import declaration as it is sometimes called, is # document 
on which are recorded all of the data required to value, assess, 
collect, receipt, and account for revenues, ‘pace is provided for 
recording the marks, numbers, description of goods, quantities and 
velues, 8 information is furnished by the consignee who by a 
signed declaration, becomes responsible for the correctness of the 
information, The bill of entry also has space for the customs use in 
recording the duties and other charges to which the goods are subject 
and for the total amount payablo; it also serves as a receipt for all 
payments, and as an order for the delivery of goods to the consignee, 
efter all peyments have been meade. It contains all of the data re- 
quired for use in the cash and ral accounts, for the compilation 
of statistics and for review and verification of all operations and 
transactions, 


The bill of ontry 1s made in several coples which wakes it 
possible for all tue operations of customs to be carried on coneur- 
rently, thus reducing the time required in clearing goods through 
customs, There is for the permenent flles of the accounting 
department and the cashier, and when the accounts are audited, all of 
the documents from which the entries were sade are on hand, tne 
original copy, with all documents attached, cen be kept on file for 
ready reference in case Lt becomes neces to investigate any 
pertioular consignment, The use of the bill of ontry wakes it 
possible to simplify the procedure in clearing goods end in reducing 
the time and work required on the part of customs, as well as the 
importer. ‘This can be done without sacrificing any essential safe- 
guard to the revenue, 


There is attached a praneatet form of bill of entry which, in 
my opinion, would satisfac serve the purpose for which designed, 
“hile the arrengement of the columns, for signature, and the 
other details have been carefully t t out, it well be that 
improvements can be wade, and it is therefore advisable to secure the 
ideas and suggestions of the senior officials of customs on the 
detailed arrangement before the forms are printed, 


Bove. are. ch2 a copies of entry forms used in the 
Swiss customs service are submitted only to show the modern 
method es dipttaatton that is by coating the reverse sides of the 

economies in printing 


Pay oe erie smpeai ion, There are 
tnd {a tha of forms manufactured in this wanney which should be 


Medath Gan Tas eeetits OF cotoslan Carolan coat tnies. 
My opt procedure clearly indicates the 


fieation and saving in time and work which 
bill of entry oathod of documentation would wake possi 


sows (i eiwendure Duns HU afar = The following brief outline 
necessary steps t goods by the use of the 
silt 1 of entry: 
1. Consignee presents following docunonts to Manifest 
Doperteoatt 


ss 
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{a} Bill of Entry, 

(b) Oviginal certified invoice (with requisite 
copies in Arabic), 

(c) Delivery order issued by agent shipping 


(4) Statement, from the Port Authority Listing 
packages available for delivery. 


Manifest Department takes the following action: 


(a) Dates and gives serial number to bill of entry, 
ataap or date and number on other 


doc 
(p) He. ry bina of ontry in permanent record 


(e) @ documents with each other and checks 
manifest. 
(d) Notes on manifest na sopanite each different 
product the number and dete of bill of entry, 
(a) b age of entry as indication doounsents 


(ft) Sends ald docunents to Assessing Departuent. 
2, Assessing Department takes the following action; 
(a) a values from currency of invoice to 


Saudi Ar ourrency. 
(b) Examines, welghs or counts goods and, when 
necessary, sppraises them, 
(eo) Assesses yeciee a and charges. 
(4) bey velue of consignment and the amount 
oo a © be paid, 
(eo) ®ends documents to Director, 


Th 
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3. The Director examines all documents, and if found in order 
approves; hands all documents to consignee, 


4, The consignes pays cashier total amount duey cashier signs 
bill of ontry thereby parte receipt of total amount paid; 
hands original and one copy of bill of entry to eonsignes. 


5, VYonsignee presents original bill of entry to customs store- 
keeper as authority for delivery of goods, rtp td delivers 
goods, retains originel bill of entry, Consignee bits copy of 
bill of entry to gate keeper, 


This covers all the customs operations which are required in 
clearing goods. However, the consignee must also pay the port dues 
and charges to the Port huthority and present @ release to the Fort 
Authority storekeeper in order to teke delivery of his goods, this 
payment can, of course, be made at any time at the convenience of the 
consignee, 


The above ta merely an outline of the steps in the proposed 
procedure in the actual clearing of goods. There are other operations 
which are carried on {n accounting, compilation of statistics, verifi- 
cation and store records which require copies of the bill of entry, 
How these operations ere carried out will be explained Later when the 
fungtions of the several departments under the proposed procedure are 


It will perheps clarify the process to indicate here the final 
[ meatie “ the copies of the bills of war and the supporting 
The orl ihe bill of entry with ell relevant documents 
attached will be filed in the Mantfe Yepartment, One copy of the 
bill of entry will go te the following: 


ts Accounts department 
b pie 

erification department 
ad) Statistics departaent 

(eo) Accountant Hejfazs District 


There is one other essential feature of the use of the bill of 
preg which should also be wentioned here, It should be used for all 
cons ts, both commercial and exempt. ‘his will ensure that the 
record of the goods wanifested to the port is complete and that the 
date required for statistics will be available, ‘he bill of entry 
should also be used for the collection of sums due on account of 
errors, In this case the pe. is marked "post entry in correetion 
of bill of entry nusber date," 





There is one objection which will no doubt be raised to the 
use of the bill of entry and declaration, and thet is the diffi- 
culty some of the smaller importers will heave in meking up the 
form end, more perticularly, in furnishing the number of copies 
required, “his objection has some validity but it can be success- 
fully overcome, Ags it is now, customs does ell the work involved 
in writing up the details for each consignment-~ the rary | marks, 
quentities, descriptions of the goods, value, etc, and in a dition 
makes several complete or partial copies during the process of 
clearing the goods, It would place no additional burden on customs 
to render the same service to those {mporters who have difficulty in 
preparing the forms, One typist would be sufficient to render the 
service, and in those areas where a typist is not available, or the 
customs business is too small to justify the use of a typewriter 
the copies may be made by the use of carbon paper and indelible pencil. 
What little expense this might entail would be more than offset by 
the saving which the use of the bill of entry would make possible, 


g Clearers, ~ However, the difficulty of the small 
importer in preparing customs documents would be eliminated by another 
measure which has been recommended many times and which, I velteye, 
should be adopted whother or not the bill cf entry is used, I refer 
to establishment of reasonable standards of qualification for customs 
elearers and onforcemont by a system of licensing, 


Clearing goods through customs is, under the most favorable 
circumstances, a somewhat complicated business and requires knowledge 
of the laws, rules, regulations and procedure, ebility to read and 
write, as well as the ability to do the mathematical computetions 
involved in converting money and applying the rates of duty, etc, 
Moreover, a high standard of integrity is required, We find, however, 
@ great many of the persone om Ap as customs clearers have fow if 
any of these qualifications, ey impede the progress of the work 
of clearing goods through customs end do not act as a check against 
errors which unfortunately customs employees may often make, I wish 
to renew the recomendations that certain minimum standards be re- 
quired of customs clearers, enforced by licensing, and that all such 
clearers be bonded, With qualified clearors there would be no 
necessity for assistance on the part of customs to the importers in 
preparing the required documents, such as bille of entry. Judging by 
the number of clearers now employed, there is good reason to think 
that a smaller number of woll qualified clearers would find it a 
oer profession, The experience of other countries confirms 

5 view, 


III, FUNCTIONS OF DEPARTMENTS 
____UNDER PROPOSED PROCEDURE 


The procedure outlined above is by way of suggestion only and 
the details may be changed if actual experience indicates such changes 
are advisable, The ee procedure follows very closely one with 
which I am familiar and which worked very well indeed, It can be 
adopted without radie¢al change in the present organization of the port, 
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although it would involve some slight changes in the duties and 
functions of some of the departments, It may be helpful to elabo- 
rate on the proposed changes in procedure to show how they would 
affect operations of the various departments, 


1A The sector, + It will be noted, from the outline of the 
present procedure, that the Director is celled upon to sign a great 
many documents whi ch are referred to him at each step, I am not sure 
why this system has been developed, but it is probably due to a variety 
of causes upon which speculation would serve no useful purpose, The 
secret of successful administration of any business too large and com- 
plex for one person to do all the work is the division of work and 
responsibility among the officials and employees, each expected to do 
his allotted task and held strictly responsible for the results, The 
head of the organization must of necessity delegate the power and 
responsibility, and devote his own time to general oversight and super- 
vision -= in short to see to it that each chief of division and each 
employee performs his allotted task, The Director should therefore 
be freed from participation in detailed routine operations, The 
proposed procedure would give the “irector the opportunity to examine 
all of the operations involved in valuation, assessing and computing 
the duties and charges and take appropriate measures in case he finds 
defects of any kind, He can call upon the head of the department 
concerned for explanations, order correction of errors, order investi-« 
gation, and so forth, One of the principal sids to the Director in 
neinted ning @ high standard of work is the Control and Inspection 
Department, 


B 6 and J +t - It will be noted 
from the proposed procedure, this department would be relieved from 
responsibility for routine work, such as examination of goods to de- 
termine whether they conform in quality and quantity with the invoice 
and manifest, This proposal is not based on a lack of recognition of 
the importance of control but on the belief that it would be more 
effective if used in this manner, 


At present a controller shares the work and responsibility with 
a visitor in the examination of goods, it would be in closer con- 
formity with sound principles of administration to have the visitor do 
the work alone and be held strictly responsible for it. whatever 
control or inspection may be necessary could better be done inde- 
pendently and without collaboration with the visitor. Whenever an 
operation of this kind is done jointly, it usually happens that one 
man does ell the work and, if there is a difference of opinion, the 
more energetic or perhaps the stronger minded decides the matter and 
the other simply concurs, The system of colleboration does not pre~ 
clude errors, as the reports of the Verification Department show, 
For instance, three-fourths of the errors chargeable to employees in 
the month of Shaaban 1570 were charged to two employees acting jointly, 
One instance can be cited where a single error made jointly by two 
employees involved 75,000 qirsh - the sort of error impossible to 
excuse ~ the omission of one half the quantity of a consignment, 
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a cheeking the report of the visitor with the involee and 
manifest any defect in his work or unusual circumstances in connection 
with the consi t will be apparent. In actual tice it will be 
found that it is not necessary to control the vial work on every 
consignment, If he is held strictly responsible for the accuracy of 
his work end if he knows his work is liable to inspection at any time, 
he may be expected to perform all tasks to the best of his ability, 
An rienced Director who knows the abilities of hie visitors and 
the kind of consignments which are most apt to cause difficulty will 
have no trouble in deciding when controls ere necessary, 


I am of the opinion, therefore, that the regulations should not 
require the assi t of a controller to act jointly with a visitor 
in each examination but that the -ireector should be given authority to 
assign controllers end inspectors as he considers advisable in my 
particular case or circumstance, 


As for the a service, so far as I have observed it is 
being used as effectively as the clreumstances perwit and I have no 
special suggestion to make for its improvement. ilowever, it should 
be noted that the inspectors should be of the highest level of experi- 
enee and ability. They should know every phase of the operations as 
woll as, or better than, the employees who do the work they are called 
on to inspect, ince the control functions logically include safe- 
guerds against illieitvactivities such as smuggling end pilfering, it 
might be advisable to place all guards under the supervision of the 
Chief Controller. 


~ The functions of this Department would 
remain henna anaraas under the proposed procedure, but it is 
expected that the pepe of one of its funetions would be greatly 
improved, hanely, thet of valuation of merchandise, which is currently 
referred to as "estimation," From observation of the methods and 
results of the estimation of value, as performed by this department, 
I om of the opinion it constitutes the weakest feature of the whole 
administration, This subject of valuation is of peramount importance 
and justifies an extended and detailed treatment, 


jie katie = The basis for the determination of the value 
of goods me employed in valuation constitutes one of the 
most important problems of customs administration in all parts of the 
world, The problem has been the subject of study and investigation 
by experts of many countries, It may be of some help in ¢ ering 
 ccopn sed for improvement in the Saudi Arabian customs to state 

lefly the general conclusions which have been reached, Vollowing a 
prel study by a committee representing seventeen countries, a 
conference on international trade was held in lavana from November 17, 
1947 to March 24, 1948, This conference was attended by delegates 
representing countries including many states neighboring Seudi 
Arabia, such as Sgypt, Lebanon, Syria, Jordan, Iraq, » dren 
and Afghani stan, countries esented do collectively more than 
90% of the trade of the world, e the charter for the International 
Trade Organisation drawn up at Havana has not become effective, the 
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essentiel commercial provisions have been incorporated in the Gene 
Agreenent on ‘ariffs and Trade, (GATT) with e membership of some 
comtries, The provisions which ere quoted bel 
no binding effect on non-member states, but as represeat the 
consensus of opinion of the foremost customs exp they are worthy 
¢. hy ing consideration, Relevent provisions on valuation are es 
ows} 


a 
3 
5 
: 


Article 55 of Havana Charter; 


"1, The members shall work toward the standardi- 
zation, as far as practicable, of definitions of value 
and of procedures for determining the value of products 
subject to customs duties or other charge or restriction 
based upon or regulated in any manner by value .s.s06 


"5. (a) The value for customs purposes of imported 
merchendise should be based on the actual value of the 
imported nerchandise on which duty 1s assessed, or like 
merchandise, and should not be based on the value of 
merchandise of national origin or on srbitary or fie- 
titious values, 


(>) 'Aetual value’ should be the price at 
which, at a time and place determined by the legislation 
of the coun © races oe 32 As eenineny seuree 
of trade, such or like merchandise is sold or offered 
for sale under fully competitive conditions,.... 


"S. (a) Except es otherwise provided in this para- 
graphy whore it ts necessary for the purpose of Paragraph 
for a member to convert into its own currency a price 
expressed in the currency of another country, the conver~- 
sion rate of exchange to be used shall be based on the per 
velues of the currencies involved, as established tered 
to the Articles of Agreenent of the International ionetary 


(>) Where no such par value has been esteblished, 
the conversion rate shall reflect effectively the current 
Value of such currency in commercial transactions," 


Let us consider what is meant by “actual velue" of imported mer- 
chandise, ‘The only satisfactory answer is that it means the actual 
cost to the importer - the amount of he has paid or agreed to pay 
for it. Where the basis of value is the landed cost at the port of 
import, the total cost is mede up of the price paid to the of 
the goods in the country of ori plus the cost of tr tion 
ineurence and, in some eases, inel feos and charges corti 
cation of documents, export peraits and similer items, Very little 
diffieulty is encountered in determining the cost of 


ingupanee since the importer generally can produce documents which 
establish these costs to the eteclion of customs authorities, 
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However, when it comes to the prices paid to the exporter as 
evidenced by commercial invoices, the problem presents more difficult- 
ies. Due to the low level of business practices in some exporting 
countries, as well as in segments of the local business community, 
some fradulent invoices have no doubt been presented to customs and as 
& result a deep-seated distrust of all invoices hes grow up. This 

pears to be the basis of the system of “estimation” in vogue in the 

idda customs, That this method of valuation has been the principal 
source of controversy and complaint on the part of the mercantile 
community 1s not surprising we consider how the method is employed, 
In brief, three officials undertake to place a value on any particular 
article imported, based in theory at least, on the current prices 
prevailing on the local market, They do this from memory alone, with- 
out the aid of price lists of the local market or catalogues from the 
countries of production, They have little or no personal knowledge of 
manufacturing costs in the countries of production, or prices prevail- 
ing on world markets, When we consider for instance the thousand or 
so different parts of an automobile, the many thousand chemical 
compounds, or the great variety and complexity of machinery and elect- 
vical apparatus alone, the weakness of this method of valuation is 
apparent, Not even the manufacturer of automobile spare parts would 
undertake to price them without reference to his current price list 
and the same is true of the local distributor, The kindest thing 
that could be said of this method of valuation is that it cannot result 
in actual values nor even in close approximations, It is valuation 
not based on fact but on mere guess work, It reduces valuation to the 
low level of bargaining and haggling, with all its necessary impli- 
cations, 


Even if the estimators know and used exact prices prevailing on 
the local market the method of valuation employed would not result 
in obtaining "actual value" - that is to say, the actual cost to the 
importer, Under the regulations the estimators are supposed to 
deduet 15% from the loeal wholesale price and take the result as 
value for customs purposes, This 4 es the rates of duty, which on 
ad valorem goods ranges from 25 to 35%, If we assume that the 15% 
represents the “mark up" of the wholesaler above landed cost to cover 
his overhead expenses and profit, a simple calculation will show that 
a strict lication of this method of valuation would increase the 
cost of each successive consignment of goods, For example, an article 
whose local wholesale price is 100 riyals would be valued for customs 
purposes at 85 riyals, which with duty at 35% would make the total 
cost to the importer {14.75 riyals, while the cost of next consignment 
would be 151,68 riyals and so on, with each consignment progressively 
increasing in cost until the price becomes prohibitive, 


Based on my own experience I am of the opinion that valuation 
will be a source of controversy until or unless it is done on the 
basis of fact established by positive evidence, Even with price 
lists and catalogues available, by reason of the many variations in 
quality and prices, appraisal requires expert Inowledge in each par- 
ticular field, such as electronics, machinery, chemicals, textiles, 
watches, etc, Such experts are not locally available and to employ 
them from abroad would entail prohibitive expense, 
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Bis le » There is one characteristic 
feature of imports which is worth noting in considering valuation, 


Almost every importation involves a sale and the transfer of ower- 
ship of goods from the exporter to the importer, In all such trans- 
actions the two parties know exactly the prices paid and received, 
Many countries faced with the problem of valuation of imports, and not 
being able to employ expert appraisers, have taken advantage of this 
feature of importation to secure dependable import values, They have 
done this by requiring the importer to declare the actual price of his 
imported goods and to subscribe to the correctness of same in the form 
of an oath, They have also provided suitable penalties, ranging from 
taking over the goods at declared value, to stiff fines and jail 
sentences for any attempt to defraud the Government through false 
declarations, These measures are genorally reinforced by requiring 
submission of invoices subscribed to by the exporters before a 
consular representative, chamber of commerce or an official empowered 
to administer oaths, Aside from the fact that very few of the large 
menufacturers and commercial establishments in the industrially de- 
veloped countries would even consider issuing « fraudulent invoice, 
any exporter who might be tempted in this direction, would hesitate to 
ineur the penalties for perjury under the laws of his own country. 
Based on experience, I am sure that these measures would, in a réason~ 
ably short time, produee invoices which could be depended upon in the 
greater majority of cases, I am also sure that with some such provis- 
ions far more satisfactory and uniform assessments could be obtained 
if customs acted on the assumption that involeed prices are correct 
than is possible under the present procedure based on the assumption 
that all invoices are fradulent, Under the latter assumption there is 
no obligation or incentive for the merchant to submit valid invoices, 
particularly when he finds that valid involees, even when backed by 
evidense of payment through a bank, are disregarded, 


LBL tee nei - There is another practice of the Jidds 
Customs ch results in over-valuation and consequent assessment of 
duty higher than prescribed in the tariff, I am referring to the use 
of an arbitrary rate of exchange instead of the preveiling commercial 
rate, Moreover, the over-valuation is not uniform and is greater for 
some currencies than others which, of course, is direct discrimination 
ageinst imports of certain countries, 


(4) Discounts - The use of the discount in pricing goods for 
export is a common business practice, Discounte are given for a 
variety of reasons, such as cash with order, or quantity purchases, 
Other discounts are used by exporters who deal in commodities which 
are subject to sudden price fluctuations, Such exporters find it 
impossible to keep their customers informed as to day by day price 
fluctuations hence use the discount to adjust prices to actual market, 
conditions at the time the order is placed. It is also the comnon 
mm in some lines of business to issue price lists at retail and 

en give discounts to dealers, Legitimate discounts should, in my 
opinion,be allowed, Unless this is done, the rates of duty will not be 
applied to the "actual values" and the amount of the tax will be 
greater than that prescribed by law, 


a) 


As stated above, the proposed procedure would enable customs to 
secure more dependable invoices and thus make it possible to reduce 
the amount of the so-called "estimation," However, whether the pro= 
posed procedure is adopted or not, whatever appraisal is found necessary 
must be greatly improved if the customs service is able even to approxie 
mate the enforcement of the tax policy of the Government as pre- 
scribed in tariff legislation, fo this end the appraisers should at 
least cease to depend on neneey alone and instead rely on price lists 
of such articles as are commonly sold on the local market and catel- 
ogues with descriptions and price lists of the more complicated 
manufactured articles, Otherwise their "estimations" will continue 
to brew controversies and dissention with the importers, 


v fon and Stat Vepartment - This department 
is not « part of the Port of Jidda orgenization but of the Hejes 
Customs istrict, It has two quite distinct functions es the title 
indicates, 


det! All of the operations of the several ports 
are reviewed and a monthly statement is issued listing the errors 
which have been made, I have examined a statement showing errors of 
the Jidda port for one month only - Shaaban 1370, Analysis of this 
report shows that 258 errors were discovered, of which 192 resulted 
in ¢ollecting less than was due, in totel 96073 qirsh, while 46 
resulted in collecting more than was due, to a total amount of 28520 
qirsh, However 89 of the first class are not errors in the proper 
sense of the word as they originated by the failure of the consignees 
to remove their goods promptly from the stores thereby incurring 
additional demurrage charges, These additional charges ranged in 
amount from 4 to 5308 qirsh and the total amount was 23,277 qirsh, 
The report indicates the employees who made the errors. Five only 
are charged to an tna vi duad employee while the balence are charged 
gt to two employees most of them to a visitor and a controller, 

¢ most importent error resulting in an underpayment was charged to 
en estimator who was in error in total on one aa eda 16,887 
qirah, The errors resulting in overpayment ranged from 8 to 10,622 
qirsh, 


The review of the operations of customs to discover and report 
errors is very important and, so far as can be judged from the report, 
is being carefully done, It serves to protect the Tovernment against 
loss of revenue and gives the Director necessary information by whieh 
to judge the efficiency of the employees. 


However, there is one unfortunate feature of the verification 
work + the reports are very much in arrears and ere generally not 
iesued within e year of the time the errors were made, ey lose 
much of their effectiveness by the delay, particularly as an aid to 
improving the work of the ep. ro Si who have made the mistekes -- 
they may have made the sane of error over and over again in the 
bw or more elapsing between the commission of the error and the 

te of the report, There is good reason to believe that the cause 
of the delay in the work of this department is to be found in laek of 
sufficient employees to cope with the volume of work, 
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See - I am informed that demands are made on the con- 
signees for payment of all amounts due the Government by reason of 
errors resulting in underpeyments, but thet the consignees who have 
paid more than was goat due do not receive refunds, If this is a 
correct statement of the situation, the obvious inequity should in my 
opinion be removed, If consignees are called on to pey amounts due 
to the Government as a result of errors committed by customs, they 
should be paid the amounts overcharged, 


It 1s recommended that every effort be made to eliminate the 
delay in submitting the reports of this Department; that no refund 
or demands for additional payment be made unless the amount exceeds 
&@ reasonable minimum of, for instance, 50 qirsh, as the expense in- 
volved does not justify handling smaller amounts, 


(3.) Statistics - The work involved in compiling the statistics 
on foreign trade is quite different in character from that required 
in verification, There is economy in the use of mechanical devices in 
compilation of statistics and it will probably be found advisable to 
establish a central statistical department to compile and publish 
these data for the whole country, This subject will be considered more 
fully in a separate report, 


Soap AL - Under the proposed procedure the 
functions of this department would be somewhat enlarged as it would be 
called upon to receive, number, register and finally file the bills of 
entry, together with all supporting documents, - It would also check 
all documents, translations and record receipt of packages into the 
stores and deliveries on the manifest, 


The proposed action of this department, in noting on tho manifest 
the numbers end date of declarations by authority of which the goods 
were released from customs, is Wyden ved important; The manifest 
would thus become a store record from which the disposition of every 
consigned package could be determined, whether delivered on payment of 
duty or still in store, The record would also show the packages which 
should be removed to the “want of entry" store at the end of the pre- 
seribed period, 


(EL Ase2as nc Deperteoat - Under the proposed procedure the 
Accounting Vepartment would receive a copy of each Bill of Entry 
immediately after the payment of duty to the cashier, All the data 
necessary for the general accounts will be found in this document, It 
shows in detail the amounts paid on account of each kind of revenue, 
as well as demurrage and other charges, The documents from which 
entries are made in the several account books are retained so that 
periodic audit of these accounts can be made with facility, Moreover, 
the accounts of this department will be made quite independently 
from the cash account kept by the cashier so the accounts will serve 
as a check against each other, ‘The cashier should render a daily 
statement to the perp tes Rn oebmray with copies 66 the obie? 
official of the Port, Anydiscrepancy between these separate gccounts 
Will be immediately noted, The practice of various officials signing 
the several accounts each day serves no useful purpose, unless the 
officials do so only after checking each entry in detail, 
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The chief accountant and“the cashier should each be held — 
strictly responsible for the accuracy of his books and each set of 
books should be audited by officials who have no connection with 
these offices and who have had no part in keeping the books, 


A good many functions now performed by the Accounting Department 
are not, properly speaking, accounting and should be done by the other 
‘departments while some work now performed by this department such as 
accounting for and issuing visitors books and checking delivery 
orders against the Manifest would be unnecessary, 


IV, EFFECTS OF TAX LEGISLATION ‘ 
ON ADMINISTRATION 


Reference was made earlier in this report to the relation 
between tax legislation and customs administration, The reference 
was to the form of taxation rather than to the level of tax rates and 
the social and economic effects of taxation, This relationship is 
well illustrated by the examples given below, In each instance a 
change in the form of the tax would result im improved administration 
and lower cost of collection, without adversely affecting the revenue, 


(A) Tax K + It is obvious that the size of a tax 
payment on imports has no bearing on the work and time involved in 
assessing, collecting, accounting and reporting, since exactly the 
same work and time is required in these operations for a payment of 10 
qirsh as for one of 1000 riyals. It follows logically that if it is 
the policy of the Government to impose a total tax of 1000 riyals on 
a fe, etek ser article, it takes far more work and time to collect this 
total amount in five separate taxes, and that the cost of collection 
increases in proportion to the number of separate taxes on the same 
article or transaction, 


It will be noted that, in addition to the duty preseribed in the 
tariff, there are five other taxes imposed on each consignment, while 
several other taxes are imposed on specified articles such as auto- 
mobiles and certain types of machinery; there is also a special tex 
on trucks end bussesy and in addition some products such as sugar, tea, 
tobacco and candy are subject to import license fees. 


If ell these separate taxes were consolidated into one tax in 
the tariff, the samo total emount of revenue would be received and at 
the same time the cost of collecting would be proportionately reduced, 


While economies in administration have no doubt influenced 
many countries to abandon multiple tax rates, there are more important 
reasons for this modern trend in taxation, However, as they are 
closely related to fiscal planning and expenditure budgeting, {t 1s 
outside the scope of this report to elaborate on them, 
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If, however, there are compelling social or political reasons 
for devoting the proceeds of tho five separate taxes to the special 
objects named, consideration should be given to collecting them in 
one single assessment, as a surtax on the regular duty, and then 
allocating and paying the proceeds periodically to the several insti- 
tutions, is me would greatly simplify the work of customs and 
would at the same time produce the same revenue for each institution 
as under the present system, 


( 8 - It is epparent that revenue stamp taxes 
on documents used in actions in which a cash payment is required 
could be abandoned with profit to the Government by consolidating the 
amount of the revenue staups with the cash payment, The reasons are 
essentially the same as in the case of the multiple tax rates mentioned 
above, It costs money to print, sell end account for revenue stamps; 
it also adds to the work and trouble of the taxpayers, According to 
the list furnished me, there are ten separate documents used in 
customs formalities requiring revenue stamps, ranging in amount from 
qirsh 53 santims 124 on each invoice to qirsh 2 santins 12% on a 
cashier's receipt, It would simplify the procedure and lessen the 
expense of customs administration to abandon the use of stamps 
altogether, and impose ea flat fee on each consignment, or alternetely, 
to affix stamps to one document only in an amount equal to the total 
now affixed to the ten documents, 


(G) § Ny iY ~ Cigarettes are subject to an 
import duty and to a stam tex as well, TI understand that the stamp 
tax was requested by the reputeble merchants in order to reduce 
competition with simggled cigarettes, I also understand that some 
cigarette manufacturers abroad have agreed to affix the requisite 
stamps at the time of ——— while others have either been unwilling 
or unable to do so, In the latter case, before the cigarettes are 
released from customs, a stam must be affixed to each package, This 
requires a considerable anount of work end is not very satisfactory 
because the stamps do not stick well on the cellophane wrappers and the 
purpose of the stamp is not achieved, In any case, the stamps could 
only act as @ deterrent against smuggling if there were a vigilant 
inspection of all cigarettes in the hands of merchants and individuals, 
It is obvious that customs cannot undertake police work of this kind 
and there is reason to doubt if the problem is of sufficient importance 
to interest the municipal police, 


veh La ee ~ At present duties are assessed 
on goods imported by the Government and are reported as actual revenue. 
The sums shown by customs to be due on this account have never been 

re into customs revenue and there seems to be no good reason why 

hey should, When we consider the real nature and purpose of taxation, 
it is evident that no useful purpose is served by a Government taxing 
itself, The net effect is the same as taking money from one pocket 
and plecing it in another - there 1s no more money than before the 
transfer was made, The essential purpose of taxation is to secure 
revenue with which to finance Government operations but calculating the 
amount of duty which the Government would have paid had it been subject 
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to taxation adds not a single qireh to the revenue available for ex- 
penditures, It does, however, add to the cost of operating the 
customs administration and renders tho 8 of revenue misleading. 
I am of the opinion, theref that all importations by and on 
behalf of the Governnent should be included in the t schedule 
of the tariff with the proviso that no importation shall be regarded 
as for the Government t by approval of the Mintatry of Finance 
or some other official de for gk ge The Tariff 
Advisor is waking proposals to S suggestion. 


b or V - As pointed out fn the provisions of the 
Havana , in devoraination of value the time and plece should 
be specified. There are two general bases by customs adminis- 
trations, value as of the of export ( celled Free on Board 
or FOB) and value as of the port of import (called cost-insurance- 
freight or CIP), From the standpoint of administration the first 
basis is preferable since it reduces the work involved and, conse- 
quently, the cost of administration, %y en adjustment of the tariff 
on ~ © same amount of duty can be realized the POB es from 

o CIF, 


The reason why the FOB basis involves less work is simple. In 

raising goods or checking the invoice price, there i only one 
figure to deal with and no computation to make, On the other hand, 
valuation on the CIF basis often requires ons or more additional compue. 
tations, This comes about by tre ey invoices are usually made out. 
The sele price is stated separately for each erticle in the consign- 
ment es of the port of export while the cost of freight md insurance 
are givon in Lump sums for the whole conaignvent, In order to arrive 
at the Ol price two separate calculations must be made for each 
commodity of a consignaent. The insurance is usually « percentege of 
the value, hence it 1s necessary to add to the FOB price of each 
commodity the result of applying the insurance rate to the FOB price, 
Freight rates, however, are not based on value but quantity, hence it 
is necessary to allocate the freigut cost to each commodity in accord- 
ance with the proportion which its welght is to the weight of the 
whole consignnent, ‘his calculation is more difficult to make than the 
one required in the case of insurance. 


Objection may be wade to the YU basis of value on the ground 
of discriaination but in my opiuion the objection is not valid, What- 
ever differential advantage an exporting country has by reason of 
belng nearby, with consequent low freight rates, is neither increased 
nor diminished by use of the FOB value basis, In this respect, ad 
valorem rates on the FOR basis act in the same way as specific rates, 
The specific duty on goods is the same whether thay come from Aden or 
Japan and the save ‘6 true for ed valorem duties, based on POD prices, 
as a simple calculation will show. However, to change from the CIP to 
the FOB basis of value and collect the same total revenue, it {fs only 
necessary to adjust the terlff rates reo orgy sh and time to do 
this is when a new tariff is Grafted, calculation then will 
seve hundreds of calculations which would otherwise heve to be made, 
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must be placed under some particular item of the tariff rate schedule, 
this is done depends in a large measure on the Tariff 

Classification, It is obvious that the nomenclature and descriptions 


category wherever and whenever it is imported; otherwise 

1 be lack of uniformity in assessment, with consequent in- 

cA 4 revision of the drebien terttt iy well worth while 
© standpoint of improvement Of the clas cation alone, 

of the Tariff now being prepared by the Teriff Advisor gives 

recognition to the importance of definite and exact nology 
I am sure it will result in an appreciable improvement in the 

administration of the tariff law, 


a Ue saat | While I have not studied in detail the 
method on rem gettin: m I note that the regu- 
lations require the sane routine for the assessment and 
collection of duty as for commercial imports; also that dutiable 
articles must be to the eustoms house for examination and payment 
of duty, ‘This procedure causes a great deal of inconvenience end loss 
of time to passengers, particularly those who arrive by air, as the 
customs house is quite distant, I have in tho course of travel 
experienced customs exemination of b in at least thirty 
different countries - in Burope, Asia, Africa and America, and as 1 
recall in each of them the collection of duties on articles found in 
personal beggage was done on the spot, I understand that the Director 
of Customs has recommended a simplified procedure for handling baggege 
under which the duty would be assessed and collected in the manner 
outlined above, 


I recommend that authority be granted him to do this now so that 
the new system would be in operation during the current pilgrimage. 


\ US 0 


Several other improvements which could be made in the adminis- 
tration are discussed below, with the kind of action required in each 
case, 


Mypondertasdiua - Under Kintstry of Finance letter dated Thul 
Hi Ja 18 »\ August 1050 ) the release from customs of certain 
commodities was authorised without payment of duty but upon an under- 
taking to pay within a period not exceeding two months. In practice 
certain modifications of this order are observed. The release was not 
confined to the three commodities mentioned but to all comaodities. 
Also it is granted on consi ts on which the total duty is 
1000 r or over, In the beginning the undertakings were sent to 
the Ministry of Yinance for collection but later customs was made re- 
sponsible for their collection, This has thrown a burden upon the 
administration of customs which {t has not successfully coped with, 
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as its accounting system was not designed to handle transactions of 
this kind, The cashier has, for instance, gone on the assumption that 
these undertakings, which may or may not be paid in the future, are in 
fect cash and has so treated them, ‘The result is that his cash account 
includes an unimown number of items which may be assets but are 
certainly not cash, This sort of accounting wakes it very difficult 
to balance the cash account and harder still to audit it, While the 
undertakings are registered in the books of the accounting section, no 
attempt is made to keep this in a form which can be balanced, hence 
the books do not show the total amount of indebtedness to the Sovern- 
ment in the form of undertakings nor that of any individual debtor, 
Furthermore this practice amounts to making loans to some of the more 
important merchants and furnishing part of their working capital, 

I recommend that the system of takings be boli shed 


eer - I have already reported to the Ministry on the 
inadequate sy of accounting, particularly that employed by the 
cashier, Instructions have been given to an expert accountant now in 
the employ of the Government to collaborate in devising an adequate 
system and to train the staff in using it, If the changes in pro- 
cedure recommended in this report are adopted the accounting work 
will be simplified and the accounts will better fulfill their real 


function, 


(pl uric + Under the present tariff legislation, valuations 
and duties are expressed in terms of the customs qirsh at the conver- 
sion rate of 11 qirsh equals one riyal, Payments however are made in 
riyals, This system imposes severe handicaps on the paveseing, 
collecting and accounting work, In the first place the use of en 
accounting unit of such small denomination results in figures of un- 
weildy size and this throws additional burden on the accounts, The 
erorte in riyals involves first of all conversion of the customs qirsh 
nto riyals, ri the rate of 11 to the riyal and then counting the 

n 


counted twice, when presented in payment by the consignee and n 
when deposi ted rg Ma ha 


It would reduee the work involved in collecting and accounting 
for the revenue to have an accounting unit of sepges value and one that 
can be divided into tenths and hundredths, In this way the customs 
qirsh would dissppear entirely from the accounts, the conversions could 
be made by moving the decimal point rather than by multiplying or 
dividing by 11. J understand that Mr, Young will shor submit 
definite proposals covering the unit of currency for cus purposes, 


De ttt cuales « In the section of this report on 
etistea’ sive IppOre of hs doe tavatcOhte Be HPAES OR, of 


certified invoices in supp 


In addition to this requirement the usefulness of the invoise to 
customers would be considerably enhanced if reasonable standards of 
invoices as to form and content were established and enforced, 


The invoice should contain all of the data necessary for the 

importer to make out the bill of entry and for customs to assess dutics, 
ortant bit of information required is the deseription of the 

goods, which should be so complete and detailed that from it alone the 
applicable tariff and statistical items a be readily determined, 
The invoice should also give the weights (or other quantities) prices, 
marks, numbers and such other data as may be required, To save time 
and work {n making conversions, the quantities should be in terms of 
standard weights used in the tariffs also all of the data expressed in 
figures should be in a form to enable their use without further compu- 
tation, For instance, if the duty om cloth is on the basis of square 
meters and if the quantities shown are of length and width in inches, 
two separate conversions must be made before the number of square 
meters is obtained, 


countries have prepared standard invoice forms and have 
issued instructions as to the manner in which the invoices are to be 
prepares The results have been very satisfactory since the exporters 
ve not found it difficult to comply. By the nature of the case it 
would take time to obtain full compliance as the instructions and 
copies of the standard invoice forms would have to be forwarded by 
importers to their suppliers, 


While on the subject of invoices I would like to suggest that 
consideration also be given to a provision in regard to the language 
to be used in inyoices, ‘The major part of imports come from none 
Arabic speaking countries and it would be impracticable to require 
the original invoices to be written in Arabic, However, to permit 
involees in the 1 @ of each separate country of export is a 
severe handicap to customs which can hardly be expected to have an- 
mare with knowledge of so many Languages as this would entail, It 
would, I believe, be reasonable to require one specified language in 
the case of invoices non-Arabic speaking countries, It will 
prey be found that “nglish would offer less difficulty than French, 

erman or other languages, English is the most widely used 1 ge 

of conmerce and is re generally employed in invoices from Germany, 
pir are India, Pakistan, and Japan, as well as the English-speaking 
countries, 


(B) W - The Port Authority, under agreement with the 
Government, receives goods as they are unloaded, transports them to and 
places them in the warehouse, It apparently retains custody of goods 
until delivered to the consi sep t thus devolves upon the latter to 
tally oe and check with the manifest to det which packages 
are on or missing, and which have been received in excess of the 
pees poem This information is required by customs as well as by the 
consignees, 


The system so far followed by the Port Authority in tallying 
recording and reporting on goods has been far from satisfactory, t 
understand that the defects of the system have been called to the 
attention of the Port rm by the Director of Customs on several 
occasions, Specifically, the Port Authority has failed to tally the 
pen at the time of discharge from the carrying vessel or when placed 
the stores; the report to customs on the goods placed in stores has 
been submitted from 7 to 10 days after the time unloading operations 
were concluded, I have conferred several times with the officials of 
the Port Authority and they have promised to remedy these defects by 
@ new ey which, if effectively carried out, should furnish the 
information cistoms and the consignees require within a few hours 
after unloading, My only comment at this time is that the situation 
should be observed closely and if the new procedure does not produce 
satisfactory results appropriate measures should be taken, 


CF) organtretion - General problems of the organization of 
customs on a na scale will be considered in a subsequent report 
but there are two aspects of the administration upon which some 


comment may be helpful at this time, i.e, personnel ,building, and com- 
plaints of merchants 


(L - 5 + The level of efficiency of the port 
depends mainly upon the s and efficiency of the employees, 
order to attract and retain the services of men with proper qualifi- 
cations, adequate remuneration and advancement on the basis of merit 
are essential, While I am not well enough acquainted with the local 
situation to offer suggestion as to a definite salary schedule, even 
a superficial knowledge indicates that the salary schedule should be 
reviewed and revised in keeping with the cost of living and with 
selaries in other fields of employment, It should be noted that the 
demand by private enterprises for men with the qualifications requi- 
site for customs work is very great and if something 1s not done to 
meet the competition in the way of salaries, customs will have in- 
creasing difficulty in retaining its best qualified employees, There 
are many vacancies now which cannot be filled because the salaries 
offered are too low to attract menowith proper qualifications, 


Unless this situation is remedied the problem of suitable re- 
placements for those who retire or withdraw will become more acute, A 
recruiting and training program should be carefully considered at this 
time but it seems unlikely to meet with mich success unless the 
salaries and other terms of employment are as attractive as those 
offered in other fields of endeavor. 


ct) - The Yivector of Customs is necessarily held 
responsible for he work but as he cannot do it all himself he 
must rely upon the work of others, Under these circumstances the 
Director should have a comparatively free hand in personnel matters 
in order to maintein discipline and to secure from each employee the 
best work of which he is capable, Since the Yirector is in the best 
position to know the relative merits of the several employees his 
recommendations in regard to appointments, promotions, suspensions 
and dismissals from service should have preponderant weight. I believe 
it would result in great improvenent in customs work if the Director 
were given greater authority in personnel effairs, 
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Ske ec a 
sent severe congestion storage space to air freight 

parcel ra packages, The space allotted for these is in the main 
customs building, The vooms used for storage are designed for offices, 
There is more suitable space available in Warehouse No,5, which is 
also used for "Want of entry goods." The Yirector apparently does not 
have authority to store the parcels arriving by air and post in the 
more suitable warehouse, For much the same reason given above in 
connection with personnel management, I am of the opinion that authority 
should be granted the Yirector of the Hejas Customs District to employ 
the office and warehouse facilities in whatever manner he considers 
will inerease the efficiency of customs operations, and to make such 
changes from time to time as seems advisable, without reference to 
higher authorities, 


EL cwike ganas) Gee rela One troublesome feature of 
customs @ world over is that of controversies with perertt 
We are not concerned here with the cause of disputes and contro- 
versies but with a procedure for handling them, It 1s obviously to 
the best interest of the Government and of the importers alike to have 
& procedure which is capable of speedy end impartial decisions, To 
attain these desirable ends the procedure should be as simple and 
direct as the circumstances permit, 


It iy Ae helpful to consider the provisions of Article 38 of 
the Havana Cherter relating to this matter as they represent the 
concensus of opinion of the foremost customs esperts: 


"3, (a) Bach Member shall administer in a uniform, 
impartial and reasonable manner all its laws, regulations 
decisions and rulings of the kind described fn paragraph {, 
Suitable facilities shall be afforded for traders directly 
affected by any of those matters to consult with the 
appropriate governmental authorities, 


"(b) Bach Member shall maintain, or institute as 

soon as practicable, judicial, arbitral or aduinistrative 
tribunals or procedures for the purpose a of the 
phe review and correction of nistra ve action ree 
ating to customs matters, Such tribunals or procedures 
shell be independent of the agencies entrusted with ad- 
ministrative enforcement and their decisions shall be imple- 
mented by, and shall govern the practice of, such agencies 
unless an appeal is lodged with a court or tribunal of 
superior sdiction within the time preseribed for appeals 
to be tr by importers; pnprites ee the central edminis- 
tration of such agency may steps to obtain a review 

of the matter in another eeding if there is good cause 

to believe that the decision is inconsistent with established 
principles of law or the actual facts," 


I am not Pre at this time to recomend a definite form 
of procedure but wish to suggest that the problem warrants careful 
oy deration in consultation with the legal experts of the Ministry 
of Finance. 
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The settlement of disputes on an ex-parte basis and without 
permitting customs to present the reason for its action is, from the 
standpoint of administration, damaging in the extreme, It destroys 
its prestige and tends to encourage the merchants to disregard customs 
and to flood the higher authorities with their complaints and contro- 
versies, It also weakens the morale and the courage of customs 
officials to enforce the laws and regulations as they understand them, 
T am not suggesting that customs should be upheld right or wrong, but 
that customs should be heard and its side of the case taken into cone 
sideration when deciding on complaints, claims and disputes, 


V UME AND RECOMMENDATIONS 


This report covers the procedure involved in clearing sea-borne 
imports et the Port of Jidda only together with other general phases 
of customs operations such as accounting, warehousing, inspection and 
organization, There is also some reference to tax legislation and 
regulations which directly affect administration, I shall submit 
separate reports on other phases of customs as soon as sufficient 
information is obtained to justify comment and suggestions, 


In this report I call attention to certain operations which there 
is reason to believe may be improved, Some of the possible oves 
ments are comparatively easy to accomplish as they involve matters of 
procedure only and may be done without changing basic tax legislation, 
while others will require such changes, Under the circumstances, it 
will probably be found advisable to consider improvements in successive 
steps, If this meets approval, I suggest the following measures be 
taken first, and that other improvements follow as rapidly as experi- 
ence indicates advisable, 


A, Swimary of MAIN CONCLUSIONS and Recommendations: 


( e I vecommend that the bill 
of entry me of documentation and the simplified procedure which it 
makes feasible be adopted, ‘his recommendation includes the decla- 
ration of the supported by standard certified invoice with 
declaration of the exporter as a requirement for clearing goods, It 
should be noted that after approval of these changes it will take some 
time to have the documents printed and to issue instructions for their 
use, 


v e Regardless of any other changes in procedure 
in my opinion improvement in the method of valuation is of the greatest 
importance, Certainly legitimate discounts should be allowed, the 
actual exe oe rate should be used, and all other devices or methods 
which result systematic over-valuation of imports should be dis- 
continued, 


Ee aout © It is recommended that certain qualifi- 
cation 6 up for customs clearers, to be enforced by 
licenses and surety bonds; that a suitable office be set aside in the 


customs house for the use of consignees, their agents or clearers, in 
whieh they can prepare customs documents and for use as a waiting room 
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ne {ti Refunds and Short Permente = It 18 recommended that refunds 

| importers for amounts poi y reason of errors by customs 

Made on the same basis as collection of amounts short-paid; that in 
 @ach case no refund or collections of short payments be made unless 
the total amount to be refunded or collected on a single consignment 
exceed 5 riyals and unless notice of refund or shortepsyment has been 


issued within 90 days of the date of clearance of goods through 
customs, 


Cie - It 18 recommended that the system of under- 
takings be discontinued, and that whatever financial assistance is 
given the merchants be handled in some other way, 


- - It is reconmended that the 
salary schedule be revised in keep with present conditions and in 


a manner calculated to attract and retain men of requisite ability; 
that plans be prepared for a recruiting and training program to 
ensure a capable and efficient staff in the future; that greater 
authority be granted the “irector in personnel management, 


(b) It 18 recommended that ea definite procedure be established 
for hearing complaints and settling controversies with merchants, 


Tax Kates, L t G 
Revenue Stamps, and Basis of ‘alue - the recomendations made in re 
to these matters would, if carried out, result in a material improve- 
ment in customs administration without reducing Government revenue, 
These desirable results would come about by the elimination of many 
unnecessary computations and entries in the accounts thereby reducing 
the chance of error as well as the cost of administration ey would 
require changes in the basic tax legislation, These changos are not 
dependent on the acceptance of any other proposed changes in procedure, 
I recommend, therefore, that these recommendations be favorably con- 
sidered and incorporated in tariff legislation, The Tariff Advisor 
is making proposals to effectuate this recommendation, 


A - Improvements in the accounting system should, 
I believe, be undertaken as soon as the expert accountant can devise 
end install a suitable system, “hile it is possible that the im- 
eb ae stem may be installed in the other ports by means of written 
nstructions alone, it would be better to have the personal super~ 
vision of an expert accountant for the changes at each major post, The 
accountant is in the best position to advise on means for application 
of his recommendations, The improvement in the accounting system is 
not dependent on any other recommended changes in procedure, and 
should I think be made regardless of action on other recommendations, 







- The recommendations 
in regard to these subjects, which are unrelated in sustance, are 
combined in this paragraph by reason of urgency, Both recommendations 
can be carried out on letter of authorization from the Ministry of 
Finance, The recommended actions can easily be taken by the tor 
without endangering the revenue, I recommend, therefore, that the 
authority which the Director has requested be granted at once without 
waiting for action on the other recommendations in this report, 












_ The above are the more t measures for consideration at 
is time, of the suggested improvements will necessitate 

in tax legislation and amendments to the regulations while 
ane effected by instructions from the Ministry of Finance, 
to eff ch of the recommendations as meet with approval, and 
to advise and assist in the installation and use of new procedures, 


All of the above proposals have been discussed with the senior 
customs officials of the Hejaz Customs District, I wWsh to 8s 
my lation for their helpful cooperation, Mention has made 
of close relation between tariff structure and customs 8- 
tration, and, in this connection, I wish to acknowledge with appreci- 
ation the expert assistance of tho Tariff Adviser, lr, Kennedy, who 
has collaborated in the study of the operations of customs and in the 
P tion of the report. lione of these gentlemen should, however, 

@ held responsible for any faults or comings in the conclusions 
end recommendations, which should be attributed to me alone, 


John A, Dunaway 
Customs Advisor 


oth agg to assist in drafting whatever documents are necessary 
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CONFIDENTIAL April 7, 1952 


CUSTOMS ADMINISTRATION; Heport for the period February 8 
to March 31, 1952 


The writer arrived in Jidda on February 8, 1952, As it was 
sidered improper to make direct contact with customs officiels bef 
being presented to the Minister of finance, who wes away at the time, 
after consultation with Dr, Young I began a study of the available 
documents as background material, 


I also conferred at length with ur, Kennedy on what he had 
learned about the customs administration in his study of the tariff, in 
connection with which he had spent a good deal of time at the Jidda 
customs and had also visited the principal ports of the Al Nasa District, 


I was presented to the Iiinister on February 24 in the company of 
Dr, Young and Mr, Kennedy, At this conference Dr, Young outlined 
briefly the close relation between the problems of customs administrae 
tion end tariffs and how they are related to the general problem of 
publie finence on which the American technicians under his direction 
ere to advise, I outlined the plen of operation I expected to follow, 
thet is, # thorough study of the actuel operations of customs adminise 
tretion, as well as the basic customs legislation and regulations as a 
basis for recommendations for improvement, and suggested that a study 
of this kind would of necessity take considerable time, The Minister 
expressed his epprovel of this plen, and said that he would allow what 
time is necessary, end promised whatever assistance might be required, 


It seemed advisable to start with a study of the organization 
having to do with the national administration of customs, to find out 
its functions, powers and methods of operation, ‘The tentative con- 
clusion {s that in the proper sense of the word there is no central 
unified customs administration, but that in one way or another customs 
is managed by the Minister of Finance either personally or throu, 
whatever official he chooses to use; that the Director General of Customs 
mentioned in the regulations is in fact merely an advisory officer and 
makes recommendations only on matters referred by the iiinistry. 


With Dr,Young's approval li, Kennedy and I have been making a 
joint study of the whole customs field, and on the side of a 8 
tration have been observing the actual operations at the Port of Jidda 
in ell phases of the procedure of clearing goods ee from the time of 
unloading to release after the payment of duties, The study 1s not yet 
complete as we have not observed the operations involved in handling 
exportations, transit and trane-shipments, passenger's beggege, parcel 
sed alr-freight cargoes, the Coast Guard and the operations of the 
ort Authority, We also have not looked into the operations of eny of 
the small stations dealing with over-land traffic, 


















'~—s There are a great many apparent defects in the procedure and 
operations on which preliminary and tentative recommendations could be 
on but it seems advisable to wait until the study is completed at 
he Port of Jidde and e similar study 1s made of the operations in the 
Al Hase District which 1s increasingly important on account of the 
Aramco operations, 


In the course of our study it has become apparent that, amo 
other things, the accounting system is inadequate and fails to fulfill 
the real functions of eee It 1s obviously important to have 
the assistance of e professional accountant in designing and installing 
an adequate system and in teaching the staff how to use it, I undere 
stand that an accounting officer 1s included in the personnel of the 
por gg Finance Group and I hope he will arrive at the earliest possible 
ate, 


It 1s also clear that statistics on foreign trade are almost 
entirely lacking and that those compiled are so incomplete, inaccurate 
and deleyed as to be practically useless, I am told that such statistics © 
have been considered confidential and for this reason they ere not made 
public, The Finance Ministry has been responsive to our recommendation 
that such statistics be compiled according to an effective system, 
although it is not yet clear that they are willing to have them publi : 
Arrangements have been made for an early visit of a representative of 
the International Business Machines Company to give ea preliminary indi- 
cation of the types of machine needed and plens for introducing and 
operating them, Also it 1s learned that an American expert on trade 
statistics, Mr, Thomas ¥, Corcoran, is now working with the Pakistan 
Governuent end could meke a short visit to Saud! Arable to advise — 
ing preliminary plans, We shall epproach SAG to learn whether a visit 
by him would be welcome, and {f so shall forward the request through the © 
usual channels, * 


If SAG definitely decides to install a proper system of trade 
statistics I suggest the advisability of adding an experienced statis- 
ticlan to the staff for a period long enough to design and instell a 
statistical system and then to train a staff to carry on the work, 

I have had some experience in supervising statistical work of this kind 
and Mr, Kennedy has done considerable research work on the problem t 
should not undertake inmediate responsibility for ea system of atetiatios 
if we are to achieve our other main objectives in a reasonable time, I 
have no idea how long it would take to install a statistical service and 
train the necessery personnel but | believe that a two year period 
should be anticipated to be on the sefe side, 
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The office manager signs the bill of lading and stamps it “Arabian American 
O11 Company." 


On the day the ship arrives, the bill of lading goes to the agent. of the 
ship. From him a custom delivery order is obtained, 'e is paid SR (-11-0 
for paper and stamps, 


The required stamps are placed on the delivery order (SR 0-07-20), 


The delivery order ie then taken to the manifest section at the custom office, 
The manifest clerk will endorse it df its contents correspond to the nanifest. 


Inquire at any warehouse as to location in whieh the ship has unloaded ship- 


hen shipment is located, the warehouse keeper will write on the back of the 
delivery order that the shipment is in such-and-such warehouse, 


Delivery order is then handed to the manifest clerk in the indicated warehouse 
with request that he locate the materiels and then sign the delivery order, 


The endorsed delivery crder is then taken to the Custom Director. lle will ree 
fer bearer to an inspector on duty that day, 


The delivery order ig next taken to the chief of inspectors and supervisors, 
He will refer bearer to the responsible supervisor accompanying the inspector 


A “book” ie next obtained from the Customs Declaration Office, (There are two 
kinds of booke, one for dutiable items and the other for exempted itens.) 


The book so obteined is taken to the warehouse where the goods are stored and 
where the inspector should be who has been assigned, When he is free, he will 
take the delivery order ami go with the bearer to inspeet the goods, He may 
ask that severe) boxes be opened to make sure thet the contents are os described 
in the invoices, We will then describe the goods in detail in the Custom De 
claretion Book and sign it and give it to the supervisor to sign, The scale 
man must éleo sign the declaration as to correctness of total weight. (Although 
customs sometimes insist upon weighing every box and item, at other tines they 
will accept the weights written on each box.) 


After the book io properly signed, it should go to the custom estimtor vith a 
copy of the involees covering the shipment, (In the case of ANCO, they 
normally accept invoices as correct and {rue and do not edd a percentage to the 
invoiee value as is done in many other cases.) 


A. After the prices have been en ered, the book goes with the invoice to the 
chief estimator who should approve it and sign it. 


lh. 


15. 
16. 


1). 


18, 


1% 


2, 


S. 


MOTE: In case of paying cash, Steps A and B above are not followed, 


The chief computor will then check it and approve it by writing the total 
custom duty in writing and sign it. 


The book is then taken to the Custom Director for approval and signature. 
The book then goes to the chief of inspectors and supervisors to be approved 
and signed, 

The assistant treasurer will make. the 9Q into SR and write it down in the 


With the money required, the book should next go to the treasurer, who re 
celves the money and signs the book, 


Next the book goes to the receipt clerk who makes up a receipt for money re~ 
ceived as custom duties, He is paid 8¢ 1 for the peper and SR 0-720 for the 


stamps. 
The book and receipt are then presented to the gate permit clerk, He will 


make up a gate receipt for the goods cleared, He ie paid 0 1 for the form, 
Stamps of value SR (-7-20 are placed on the gate release, 


The receipt and gate release must thon be retumed to the treasurer for sig- 
nature. 


The release is then taken to the macifest seggion where goods will be checked 
off the manifest, The wanifest clerk then signs the gate release, 


Take the release and delivery orier to the customs warehouse clerk, He will 
withdrew the delivery order and sign the gate release, 


Take the gate release to the port clerk in the sane warehouse, He will give 
& port release order, 


li ell 


to the head clexk in customs who will otamp 





2b. The Custom Director will then sign both the gate permit and the receipt. 


" 


if 


formalities finished, Goods should be re 
pments must be removed from Custom ) archouses 


from the day the ship arrives; otherwise, 
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30. Give the gate release to the gate man and sign it on the back as received, 


Show the date, 
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OF FOLDER "PUBLIC ADMINISTRATION-Customs" 


By Date Out Items 
ReKennedy 1-25-53 October 28 to Sulaiman enclosing "Report 


on Charges on Goods at the Port of Jidda" 


" " letter Oct 15 to Sadek Bey Husseini from 
. Dunaway re Responsibility of shipping 
companies for goods unloaded at SA ports 


" n Sept.2 memo to Sadek Bey Husseini from 
SSStratton re "Attached Letter to HE 
and "Report on Operations of the Port of 
Jidda, 


" " August 9 Memo to Sadek Bey Husseini from 
SSStratton re attached letter to HE 
Sulaimn and draft of a proposed customs 
regulation ontreatment of passenger 
baggage. 


